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SUMMARY 
FINANCIAL REPORTING AND ITS INTERPRETATION FOR 
MANAGEMENT PURPOSES IN THE AGRICULTURAL 
ENVIRONMENT 
This study examines whether financial reporting, in its present state, complies with 
the modern farmer's need for efficient financial management. Although decision 
making is the ultimate outcome, the emphasis in this study is on the way the 
presentation and interpretation of financial reporting assist that outcome. 
The following issues are addressed to establish the usefulness of agricultural 
financial statements: 
(1) the nature and quality of current financial statements in agriculture 
(2) the stakeholders in need of financial management information 
(3) the methods used to acquire financial information for management pur-
poses 
(4) new trends in the presentation of financial statements 
The following are some interesting facts emanating from the study: 
(1) Farmers must realise that they are principal users of their financial reports. 
(2) Financial decision making can only be done if financial statements are 
presented timeously, and are accurate and comprehensible. 
(3) Farm managers need to keep up with the changing financial and techno-
logical environment in which they operate. 
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1.2 BACKGROUND TO THE STUDY 
In the 1980s and 1990s, the agricultural sector faced more adjustments, and came 
to terms with more changes, than any other sector of the economy (Van Zyl, 
Kirsten, Coetzee & Blignaut 1999: 2). Many farmers experienced problems 
adjusting to these economic, political and financial changes. It is common 
knowledge that a well-informed person is better able to adjust to change than 
someone who is ill-rnformed. 
While farmers kept abreast of the newest developments in farm mechanisation, 
better fertilisation, soil preservation, et cetera, only a few of them could keep up 
with the changing financial aspects of the farming enterprise. In many cases, 
farmers did not receive their financial statements timeously or could not interpret 
the information contained in them- hence their ability to make sound financial 
decisions was compromised (Jacobs 1993: 1 0). According to Steynberg (2000: 
12): "If your farm is not managed like an industrial enterprise, you could be 
overlooking some key factors that could influence your success". 
Subsidies and concessions were still available in the 1980s. In 1983 to 1984, they 
amounted to about R3 milliard. The removal of subsidies had an influence on the 
overall debt in the agricultural sector (Van Zyl 1998c: 43). The debt liability of 
farmers currently constitutes 31% of their farm assets (Van Zyl2001: 60). If South 
Africa wants to compete in the international market, something needs to be done 
to improve wealth creation in the South African agricultural sector. 
According to Bartus van Heerden, the then manager of Standard Bank's agri-
cultural division, farmers' chances of economic survival depend on the improve-
ment of their financial management to ensure that they will be able to show profits. 
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He further stated that one of the most critical skills needed by a farmer is sound 
financial management (Van Zyl 1999: 27). 
Annual financial reports and accounts are still the single most important source 
of financial information (Adams, Hill & Roberts 1998: 4). It is therefore essential 
that these financial reports have the necessary qualitative characteristics to be 
useful for decision making. In a survey undertaken to establish the application of 
generally accepted accounting practices in agriculture, the respondents indicated 
that financial statements are primarily drawn up for income tax purposes (Vander 
Walt 1993: 76). It is high time that farmers realise that, for decision-making 
purposes, they are the primary users of their financial reports. 
Financial record keeping on farms has come a long way since the use of cigarette 
boxes, little black books and journals to record receipts and payments. Nowadays, 
many farmers boast their own offices with a full-time secretary and one or more 
microcomputers to keep track of the multitude of activities embodied in the farming 
enterprise (Van Tender 1994: 53). Farmers not only need to produce information, 
but also have to know how to use it for the future benefit of the business. 
The farming enterprise does not stand in isolation from the community in which it 
operates. The survival of the rural community is dependent on the prosperity of 
the farming community, while the farming enterprise relies on the continued 
existence of other economically viable businesses in the region. Farm employees 
are becoming important stakeholders in the agricultural environment. In future, all 
these stakeholders should be included as users of financial reports. 
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According to some of the respondents in the above-mentioned survey, of Van der 
Walt, farmers do not use their annual financial statements because the information 
they contain is outdated in the sense that assets are shown at their historical 
value in the balance sheet (Van der Walt 1993: 77). For management purposes, 
"the inclusion of both historical and prospective information in reports makes good 
sense as decisions cannot only be based on appraisals of past and current 
company performance and position but should also be contingent upon 
assessments of future company performance and position as all decisions are 
inherently future-oriented" (Saenger 1991: 2). 
In a study on farm management, Herbst and Erickson (1989: 2) found that one 
behaviour characteristic of low-ranking farmers was, inter alia, that they did not 
keep good records. Good record keeping is the basis of the presentation of 
financial information of a high standard. Farmers need to make decisions on both 
the organisation and the operation of the farm business. This implies that the 
farmer must be knowledgeable about many aspects, and needs accurate 
information to be able to make sound organisational and operational decisions. 
Farm management can be defined as "the making offarm business decisions that 
tend to maximise net income, consistent with the operator's or family's objectives" 
(Herbst & Erickson 1989: 1 ). 
The development of better farm management skills is an ongoing process, and the 
improvement of the information needed by these managers must keep up with the 
changing financial environment in which they operate. It is therefore essential that 
the need for uniform methods of financial reporting should increase, as well as the 
demands for effective financial management in agriculture (Barry, Ellinger, Hopkin 
& Baker 2000: 42). 
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1.2 DEFINITION OF THE PROBLEM 
As indicated above, the agricultural sector had to adapt to many changes ranging 
from the operational to the economic aspects of the farming enterprise. During the 
last decade the emphasis in farm management shifted towards the implementation 
of more comprehensive financial accounting systems. "It has become increasingly 
apparent in recent years that the erstwhile manufacturing economy is being 
replaced by an information economy'' (The information era 1998: 5). 
Agricultural enterprises, once believed to be a way of life, are increasingly seen 
as businesses, and farmers are becoming more interested in and knowledgeable 
about the financial position of their farm. In order to become a competent financial 
manager, one needs to become a good information manager. Management 
decisions need to be based on complete, accurate and timeous information. Many 
managers tend to see data as information. According to Williams (1999: 45): "The 
elements of data become useful only at the point when they become information. 
The trick lies in finding that point". 
The questions arising from this paradigm shift include the following: 
( 1 ) Does financial reporting in its present state comply with the needs of 
the modern farm manager? 
(2) Is the farm manager knowledgeable enough to prepare the necessary 
financial reports needed for management decisions? 
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(3) Can farm managers analyse and interpret the information in their 
financial statements by themselves or do they need someone else to 
do it? 
(4) What methods can farmers use to acquire the financial information 
needed to make sound economic decisions? 
( 5) Does information overload pose a problem in the decision-making 
process? 
This study will attempt to provide solutions to and recommendations for these 
problems. 
1.3 PURPOSE OF THE STUDY 
The purpose of this study is to establish to what extent financial reports are used 
for management decisions in a farming enterprise. In order to study the use of 
~ 
these reports one must investigate the quality and usefulness of current financial 
reporting in the agricultural sector. It is also necessary to investigate the means 
of acquiring the relevant information for the compilation of these financial reports. 
New developments in financial reporting will be highlighted and areas for possible 
future research identified. 
To achieve its purpose, this study will be divided into the following sections: 
(1) a theoretical discussion on the nature of financial reporting in the 
agricultural environment 
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(2) an analysis of financial reporting as a farm management tool 
(3) an investigation into the methods used to acquire financial information 
for farm management purposes 
(4) a discussion of new trends in the presentation offinancial information 
to the farmer and other stakeholders 
(5) an analysis of the results of an empirical survey among farmers with 
regard to the usefulness of their financial reports for management 
purposes 
The study aims to use the theoretical background and research into new 
developments to provide guidelines for the optimal use of financial reports for 
sound economic decision making. 
1.4 MOTIVATION AND IMPORTANCE OF THE STUDY 
The large volume of national and international literature and research on the topic 
of farm management, farm record keeping, and the use of computers for farm 
management purposes, emphasises the need for further research in this field. 
There is a need to investigate the usefulness of financial statements and other 
relevant reports in the agricultural environment. In the light of his survey among 
farm managers, Walstedt ( 1996: 31 ) came to the following conclusions about the 
importance of financial and economic information in the farming environment: 
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a) The small business (farm) family has no specific economic 
goals in relation to the firm, and does not state money-making 
as being of importance. 
b) The concept of income makes up an important relation to the 
firm, but can only be related to in terms of taxable income. 
c) The bank account is the most important economic checkpoint, 
the accounting reports and measurements being of interest only 
at the time of the annual tax report. 
d) Investments and borrowing are the most important economic 
regulators, in response to varying business cash flow. 
e) Liquidity is the most often used and understood among eco-
nomic concepts; others like value, depreciation and profitability 
being related to 'home-made' interpretations. 
f) The burden of debt is related to the paying of interest. 
Further motivation for the importance to farm managers of useful financial 
information, and the way to obtain it, is illustrated in the following references: 
For a farmer to succeed in today's economic climate and global mar-
kets, he should plan his farm so that he maximises his net worth over 
a sustainable period within the prevailing market and economic con-
ditions. All the financial alternatives need to be carefully weighed up 
and the most profitable selected. Gone are the days of non-financial 
motives such as personal satisfaction (What is financial management 
1999: 3). 
The information required for effective financial management can be 
obtained from two sources: 
• External sources- field days, magazine articles, consultants, 
producer organisations, banks, extension officers, etc. 
• Internal sources- the farmer's own records, financial 
statements and budgets (Financial information neces-
sary 1999: 3). 
Agricultural producers are required to make management decisions 
which may involve considerable capital outlays and/or the potential for 
income enhancement. Microcomputers are being used, increasingly, for 
record keeping and data analysis; information components important to 
informed decision making. However, the producer's heuristic know-
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ledge, or that of an expert in the field, must be applied to the data in 
order to form conclusions and make decisions (Smith 1988: ix). 
The above-mentioned references, show clearly that financial information is 
essential for efficient planning and control purposes in the farm business. 
Future planning is not a luxury, but an absolute necessity to survive in the present 
agricultural climate. Proper financial record keeping forms the basis of sound 
future planning, and future expectations must be measured against present 
statistics. An effective financial system must be far more comprehensive than the 
record of cash transactions, and a farm manager must be able to interpret this 
information to make profitable decisions. 
Farmers can delegate many oftheir responsibilities to employees, consultants and 
outside contractors, but the responsibility for sound financial management 
decisions cannot be passed on to someone else. This study aims to produce 
valuable information which can be used by farm managers to make the financial 
information at their disposal more manageable. 
1.5 THE RESEARCH APPROACH 
This study will consist of a literature study and an empirical survey, both of which 
will lead to certain conclusions and recommendations. 
The literature study will consist of an investigation into the nature of financial 
reporting in an agricultural environment. Financial reporting as a farm manage-
ment tool, and the methods used to acquire financial information for farm 
management purposes will form part of the research study. 
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It is also imperative to comment on new trends in the presentation of financial 
information to the farmer. Recommendations for the presentation and interpre-
tation of financial statements in the agricultural environment will be made on the 
basis of the study, and possible areas for future research may be identified. 
The empirical study will examine financial reporting and its usefulness for 
management purposes in the agricultural sector. The survey method of research 
wi II be used. 
1.6 ORGANISATION OF THE STUDY 
The study consists of eight chapters: 
(1) Chapter 1 provides an· introduction and orientation to the study. The 
background to the study, the definition of the problem, the purpose of the 
study, and the motivation and importance of the study, are outlined. This is 
followed by a discussion of the research approach and organisation. 
(2) Chapter 2 defines the nature of financial reporting in an agricultural 
environment. Financial reporting, as opposed to financial statements in 
agriculture, is explained, followed by a discussion of the objectives of 
financial reporting. The need for the information in financial statements to 
have qualitative characteristics to render it useful to users is addressed, 
followed by a description of the accounting environment of the agricultural 
enterprise. 
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(3) Chapter 3 provides a literature review of current financial reporting as a 
farm management tool. Agricultural stakeholders and their need for financial 
information form an important part of this chapter. A distinction is made 
between management accounts and financial accounts for the farm 
manager. The chapter concludes with a discussion of cash flow reporting, 
as a means of trouble spotting for the farming enterprise. 
(4) Chapter 4 looks at recent developments in the methods used to acquire 
financial information. The use of personal computers in farm management 
is discussed with special reference to the need for computers on the farm 
and the farmer's attitude towards them. The available software specially 
designed for agricultural needs, and the available Internet applications are 
examined. This chapter also deals with the question of whether the farmer 
needs a qualified accountant, or merely an accountant, for management 
purposes. The use of agricultural financial bureaus or study groups is 
discussed, as well as the interesting problem of information overload in farm 
management. 
(5) Chapter 5 concentrates on new trends in the presentation of financial 
statements in the agricultural sector. Future-oriented information for 
decision making on farms is introduced, followed by the emerging trends of 
employee reporting and socioeconomic reporting in agriculture. The final 
section of this chapter deals with financial reporting for a new class of users 
in agriculture. 
(6) Chapter 6 describes the methodology used in the empirical survey to 
determine the usefulness of financial statements for management purposes 
in the agricultural sector. The objective of the research and the development 
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of the questionnaire are discussed. The pilot study and reasons for the 
sample choice are then highlighted. The chapter ends with an explanation 
of the restrictions encountered in conducting the survey. 
(7) Chapter 7focuses on the presentation and analysis of the research findings. 
This discussion deals, firstly, with sociodemographic information, and 
secondly, with financial management information. The chi-square statistics 
technique, as well as the regression analysis technique, are explained as 
part of the discussion on inferential statistics. 
(8) Chapter 8 contains a summary of the previous chapters, with 
recommendations based on the literature study and the empirical 
investigation. This is done with particular emphasis upon the South African 
situation. Conclusions are drawn and recommendations made for possible 
further research. 
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2.1 INTRODUCTION 
Financial information is crucial to a variety of users to enable them to make sound 
financial decisions. According to Adams, Hill and Roberts (1998: 4), annual 
financial reports and accounts are still the single most important source offinan-
cial information. Apart from the financial reports, management and other stake-
holders need financial information not necessarily contained in the financial 
statements. Walstedt (1996: 23) highlights the managers' need for information as 
follows: 
From the manager's point of view, economic information about the 
firm can be used to either evaluate the performance of the past 
(historic information) or to predict the performance of the future. The 
process of evaluation is often argued to be important in learning 
about the past to improve the capability to predict. For making 
decisions about future actions, the information must reflect the 
current and future capacity of the firm, in terms of present values 
and cash flow. 
The objectives of financial reporting in general, and specifically for agricultural 
purposes, must be kept in mind when financial statements are compiled. To be 
useful for decision making, financial reporting must also comply with certain qual i-
tative characteristics (SAICA 1990: par 24). 
The farming enterprise, also called the "reporting entity", operates in a certain 
environment and there is constant interaction between the enterprise, its users of 
financial statements and its environment. An understanding of the economic, legal, 
political and social environment in which the enterprise operates is essential to 
comprehend the economic information needs of all the relevant users of financial 
statements (Hendriksen & Van Breda 1992: 163). 
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2.2 FINANCIAL REPORTING AS OPPOSED TO FINANCIAL STATEMENTS 
IN AGRICULTURE 
The term "financial reporting" is used in a broad sense to include the commu-
nication of any financial information to internal and external users. Financial 
reporting will include financial statements, as well as any relevant financial 
reports, be they in monetary terms or not. 
Carmichael (1979: 76), a former vice president of the American Institute of 
Certified Public Accountants, describes the difference between financial reporting 
and financial statements as follows: 
Financial statements are an important part of financial reporting, but 
financial reporting is broader. Financial reporting also includes other 
financial and ndn-financial information, such as financial highlights, 
backlog data, production data and narrative analyses. 
Some financial information is better provided, or can only be provided, by means 
of financial reporting other than financial statements (FASB 1978: par 5). Financial 
statements alone cannot always meet the need for greater transparency. 
Accountants endeavour to satisfy the information needs of all the different groups 
of users. The different user groups will be discussed at length in the following 
chapter. One of these groups includes the managers of these businesses, namely 
farms. In a farming enterprise, the owner often doubles as the manager of the 
business (Walstedt 1996: 25). It is therefore necessary, to distinguish between 
financial reporting and management reporting. 
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The financial information presented in formal financial reports to interested 
external parties, "is used for external economic financial decision-making, that is, 
decisions about the enterprise" (Saenger 1991: 12). However, information 
released by management in informal reports, to be used for internal management 
decision-making, "that is decisions on behalf of the enterprise", is ·called 
management reporting (Saenger 1991: 12). 
Financial accountants prepare financial statements for external use. They are 
"usually solely concerned with summarising historical data, often from the same 
basic records as management accountants, but in a different way" (CIMA 1996: 
6). Financial statements for external use need to be prepared according to certain 
standards and constraints. To achieve consistency in the accounting treatment of 
agricultural activities, the International Accounting Standards Committee issued 
an Accounting Standard, lAS 41, in February 2001. It prescribes the accounting 
treatment and related financial statement presentation and disclosure for 
agricultural activities. South Africa soon followed suit and issued an Accounting 
Standard on Agriculture, AC 137, in November 2001. 
However, accounts prepared for management purposes are not as constrained by 
formal standards as accounts prepared for external use only. Management 
accounting systems can, inter alia, produce detailed information on different 
sections or departments of the business. The sales figures, production costs, et 
cetera can, for example, be split between the farm's maize and dairy departments. 
"Although much of the information necessarily deals with past events and 
decisions, management accountants are also responsible for preparing budgets, 
helping to set price levels and other decisions about the future activities of a 
business" (CIMA 1996: 6). 
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Figure 2.1 illustrates in more detail the difference between the two reporting 
systems of financial accounting and management accounting. 
Figure 2.1: The reporting systems of financial and management accounting 
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2.3 OBJECTIVES OF FINANCIAL REPORTING 
In the past, financial statements were presented according to generally accepted 
accounting practice (GAAP), but with little or no consideration of the objectives of 
financial statements (Fioquet 1978: 2). However, in November 1990, the South 
African Institute of Chartered Accountants issued the Framework for the 
Preparation and Presentation of Financial Statements (AC 000), in which the 
objectives of financial reporting were outlined. 
2.3.1 General objectives of financial reporting 
The first statement in the Financial Accounting Standards Board's (FASB) 
conceptual framework series was concerned with the objectives of general 
purpose external financial reporting that could be used by a broad class of 
decision-makers or users of financial reports (Everingham & Watson 1998: 6-2). 
2.3.1.1 Users of financial reporting 
The framework (SAICA 1990) distinguishes between the following users and their 
information needs: 
(1) Investors. They need information on the risk and return on their invest-
ments. 
(2) Employees. They are interested in the stability and profitability of the 
enterprise, particularly to assess its ability to provide remuneration, 
retirement benefits and employment opportunities. 
(3) Lenders. They need information to reassure them that their loans and the 
interest thereon will be paid. 
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(4) Suppliers and other trade creditors. They are interested in the enterprise's 
financial credibility. 
(5) Customers. They are especially interested in the continued existence of 
an enterprise. 
(6) Government and their agencies. Information on the enterprise's activities 
is of interest, as well as information to determine taxation policies. 
(7) Public. Enterprises affect members of the public and they need information, 
for example, on the number of people they employ and their patronage of 
local suppliers. 
Although management's primary responsibility is to prepare and present financial 
statements, they too are major users of financial statements. They need the 
information in financial statements, as well as additional information, to carry out 
their financial planning and control responsibilities. 
Besides the fact that management are also users of financial statements, these 
financial statements reflect the results of management's stewardship, and 
accountability for the resources entrusted to them (SAICA 1990). Information that 
focuses on the financial position, performance and changes in the financial 
position of an enterprise, will help users to evaluate the ability of such an 
enterprise to generate cash and cash equivalents, and of the timing and certainty 
of their generation. 
2.3.1.2 The objectives of financial statements 
According to paragraph 12 of AC 000, "The objective of fina9cial statements is to 
provide information about the financial position, performance and changes in fi-
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nancial position of an enterprise that is useful to a wide range of users in making 
economic decisions" (SAICA 1990). 
The following highlights from the Statement of Financial Accounting Concepts 
No 1: Objectives of Financial Reporting by Business Enterprises, of the FASB, 
should be kept in mind when referring to the objectives of financial statements 
and, by implication, of financial reporting: 
(1) Financial reporting is not an end in itself but is intended to 
provide information that is useful in making business and 
economic decisions. 
(2) The objectives of financial reporting are not immutable - they 
are affected by the economic, legal political, and social 
environment in which financial reporting takes place. 
(3) The objectives are also affected by the characteristics and 
limitations of the kind of information that financial reporting can 
provide. 
As mentioned above, the kind of business enterprise and its particular users will 
influence the type of information needed by these users to make sound economic 
decisions. The objectives will therefore vary if the information pertains to a farming 
enterprise, rather than to industry or the economy as a whole. 
2.3.2 Specific objectives of financial reporting to the users of agricultural 
financial reports 
When discussing specific objectives, one should bear in mind that all the general 
objectives referred to above are also applicable to agricultural enterprises. 
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Agriculture, however, embraces a diverse range of activities such as annual or 
perennial cropping, raising livestock, forestry, and cultivating orchards (SAICA 
2001: par 7). Farming businesses may be managed in different enterprise forms, 
such as sole proprietorships, partnerships, close corporations and private and 
public companies. Another form of collective ownership is the so-called public 
equity association, which is gaining in popularity (Van Zyl, Kirsten, Coetzee & 
Blignaut 1999: 21 ). 
Notwithstanding the enterprise form of the farming business, financial reporting 
is crucial to the users of agricultural financial information to enable them to make 
sound decisions. Farm managers and other external users of financial information, 
need financial statements together with a variety of reports on the technical 
aspects of the enterprise to make their management decisions (Smith 1988: 1 ). 
In the agricultural environment, the main objectives of financial reporting for the 
farmer and other users should be reporting: ( 1 ) for management purposes, (2) for 
tax purposes, (3) for the purpose of acquiring credit, and (4) for additional uses, 
such as participation in government programmes, environmental affairs and socio-
economic purposes (Van der Walt 1993: 42). It is clear that financial reporting in 
agriculture is used mainly for internal purposes, and, in contrast with most public 
companies, not so much for external use. 
There is a major difference between financial reports for external users, and ma-
nagement reports for internal users. The difference lies mainly in the objectives 
of these financial statements or reports. According to James and Stoneberg ( 1977: 
5), financial reports "measure the farmer's success in producing income for family 
living and business growth". In order to provide the farmer with the necessary 
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information for decision making, the financial reports must be adjusted for 
management purposes. 
Accounting Standard, AC 137, issued by the South African Accounting Practices 
Board (APB), deals specifically with the general purpose financial statements of 
all enterprises that undertake agricultural activity. The objective of this statement 
is to prescribe the accounting treatment and related financial statement pre-
sentation and disclosures for agricultural activity. As mentioned above, general 
purpose financial statements, are those intended to meet the needs of users who 
are not in a position to demand reports tailored to meet their specific information 
needs. 
In order to meet their objectives, financial statements are based on two underlying 
assumptions. The first assumption, as specified by AC 000, is that financial 
statements must be prepared on the accrual basis of accounting. This implies that 
the "effects of transactions and other events are recognised when they occur (and 
not as cash or its equivalent is received or paid) and they are recorded in the 
accounting records and reported in the financial statements of the periods to 
which they relate" (SAICA 1990). A farming enterprise must prepare financial 
statements on the accrual basis so that the users of its financial reports are 
informed, not only of past transactions involving the payment and receipt of cash, 
but also of obligations to pay cash in the future and of resources that represent 
cash to be received in the future (SAICA 1990). 
Secondly, it must be assumed that an enterprise is a going concern and will 
continue to operate for the foreseeable future (SAICA 1990). The going concern 
assumption is especially applicable to the farming enterprise, because in most 
cases it is not only an ongoing business but an ongoing way of life. 
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To achieve the objectives of financial reporting and to make a fair representation 
of the effect of the events and transactions undertaken by the enterprise, certain 
qualitative characteristics are fundamental to the preparation of financial state-
ments. 
2.4 THE QUALITATIVE CHARACTERISTICS OF AGRICULTURAL 
FINANCIAL STATEMENTS 
Qualitative characteristics are those properties of the information provided in 
financial statements that will render it useful to users. AC 000 identifies four 
principle qualitative characteristics, namely understandability, relevance, reliability 
and comparability (SAICA 1990). 
According to Hendriksen and Van Breda (1992: 131), the FASB distinguished 
between user-specific and decision-specific qualities. User-specific classification 
focuses on qualities related to the users of financial information. In agriculture, 
with its variety of users, this classification should not be ignored because: 
Knowledgeable users might find some information irrelevant 
because they are already aware of it. Sophisticated users might find 
complex information more relevant than novices. Thus, the nature 
of the user is a key determinant in deciding what information to 
release (Hendriksen & Van Breda 1992: 131). 
Where user-specific qualities are dependent on the nature of the user, decision-
specific characteristics such as timeliness, relevance and reliability, are inde-
pendent of users, because all users want these qualities (Hendriksen & Van Breda 
1992: 131). 
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Before the qualitative characteristics as set out by AC 000 are discussed, it will be 
informative to have a look at the FASB's hierarchy of accounting qualities. The 
hierarchy, referred to in figure 2.2 below, includes two primarily qualitative 
constraints. Firstly: "To be useful and worth providing, the information should have 
benefits that exceed its cosf'. Secondly: "All of the qualities of information shown 
are subject to a materiality threshold" (Gibson 1998: 6). 
Figure 2.2: A hierarchy of accounting qualities 
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It is important to note that the hierarchy distinguishes between primary and other 
qualities, but does not assign priorities among qualities. Everingham and Watson 
(1998: 6-6) note that SFAC No 2 treats materiality as a "threshold for recognition", 
whereas AC 000, more correctly, regards it as a factor which influences relevance 
only (materiality does not have any impact on reliability). 
Materiality, like conservatism, acts as a constraint to the presentation of relevant 
and reliable accounting data (Belkaoui 1992: 246). According to Belkaoui (1992: 
247): 
materiality serves as an implicit guide for the accountant in terms of 
what should be disclosed in the financial reports, enabling the 
accountant to decide what is not important or what does not matter 
on the basis of record-keeping cost, accuracy of financial state-
ments, and relevance to the user. 
2.4.1 Understandability 
Information provided by financial reporting should be comprehensible to those 
who have a reasonable understanding of business and economic activities and 
accounting and are willing to study the information with reasonable diligence 
(SAICA 1990). Information is useless to a person for decision making if he or she 
cannot understand it. However, relevant information should not be excluded from 
financial statements merely on the grounds that it is complicated. 
Understandability is a user-specific quality, hence the understanding of proposed 
information is dependent upon the nature of the user (Hendriksen & Van Breda 
1992: 131). 
The understandability of financial information is closely related to the charac-
teristics and knowledge of particular decision makers, as well as to the classes of 
decision makers. The newness of information, that is, information that was not 
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previously available, can also influence how understandable the information will 
be to the decision maker. 
The Statement of Financial Accounting Concepts (SFAC No 2) of the FASB, 
recognises the need of particular users of financial statements to understand the 
information presented to them. SFAC No 2 states the following: 
management in general and owners of small or closely held 
enterprises may find at least some information provided by external 
financial reporting to be less useful to them than it is to stockholders 
of large orpublicly held enterprises. The latter must rely on financial 
reporting for information that the former has access to as a result of 
their intimate relationship to their enterprise (FASB 1980: par 38). 
In the agricultural sector there are farm managers of publicly held enterprises and 
farm managers of small or privately held enterprises. The information system 
should therefore be adaptable to the different needs and conceptions of the 
different users. For example: "Small business managers, in this case farmers, are 
typically oriented towards a cash flow concept in the financial management of their 
firms. They have a clear understanding of a cash flow balancing of the financial 
(cash flow) position of the firm" (Walstedt 1996: 23-24 ). 
Besides the need to understand the financial information presented in financial 
reporting, the user must base his or her understanding on the belief that the 
information presented is relevant and reliable. 
2.4.2 Relevance 
Information is relevant "when it influences the economic decisions of users by 
helping them evaluate past, present or future events or confirming, or correcting, 
their past evaluations" (SAICA 1990: par 26). In other words, relevant information 
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will determine the decisions made by the user of the specific information. 
Information has the quality of relevance if it affects goals, understanding and 
decisions (Hendriksen & Van Breda 1992: 133). 
Although Hendriksen and Van Breda (1992: 131,132) define relevance as a 
primary decision-specific quality (see fig 2.1 ), the nature of the user is a 
secondary determinant when deciding what information to release. The relevance 
of accounting information must be judged according to the objectives of the 
decision maker. 
Materiality, which is described in figure 2.2 as a threshold for recognition, is 
similar to the concept of relevance and is viewed by the FASB as a pervasive 
characteristic (Hendriksen & Van Breda 1992: 143). Information, like relevance 
may be considered material if the knowledge of this information will influence the 
decisions made by the users based on the financial reports containing the 
information. However, materiality places a restriction on what should be disclosed 
in accounting reports. Too much information can be just as misleading as too little 
(Hendriksen & Van Breda 1992: 144). According to AC 000: 
·Materiality depends on the size of the item or error judged in the 
particular circumstances of its omission or misstatement. Thus, 
materiality provides a threshold or cut-off point rather than being a 
primary qualitative characteristic which information must have if it is 
to be useful (SAICA 1990: par 30). 
One of the more fundamental questions raised by the search for relevance in 
accounting is whether financial statements will be more relevant if they are based 
. on historical costs, current costs, or some other attribute. AC 137, on agriculture, 
states that "a biological asset should be measured on initial recognition and at 
each balance sheet date at its fair value less estimated point-of sale costs" (AC 
137: par 13). According to AC 137(29): "A gain or loss arising on initial recognition 
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of agricultural produce at fair value less estimated point-of-sale costs should be 
included in net profit or loss for the period in which it arises". Fair value is defined 
in AC 137 as "the amount for which an asset could be exchanged or a liability 
settled between knowledgeable, willing parties in an arm's length transaction". 
According to Hendriksen and Van Breda (1992: 134), information can only be 
relevant if it has predictive and feedback value and arrives timeously. 
2.4.2.1 Feedback and predictive value 
Feedback is information about the outcome of decisions made in the past. 
Information feedback, be it positive or negative, is the basis for decision making 
about future events. Confirmatory information is used to assess how well 
management have performed their functions by comparing their achievements with 
their expectations, and possesses feedback value (Henderson, Peirson & Brown 
1992: 232). 
The glossary to SFAC 2 defines predictive value as "The quality of information 
that helps users to increase the likelihood of correctly forecasting the outcome of 
past or present events" (Hendriksen & Van Breda 1992: 134). Knowledge of past 
events and the outcome of decisions already taken is necessary to predict future 
events and the outcome of similar future actions. The ability to make predictions 
from financial statements is enhanced by the manner in which the information on 
past transactions and events is presented (SAICA 1990: par 28). 
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One should bear in mind that accounting information has predictive value, but is 
not a prediction in itself. Many farmers feel that there are too many uncertainties 
in agriculture to even try and predict future events. "The resource limitations of the 
farmer, unpredictable weather patterns and fluctuating economic and market 
conditions make planning difficult" (What is financial management?1999: 5). It is 
therefore crucial that the accounting information on which the prediction is based 
should be relevant, reliable and timeous (Belkaoui 1992: 139). 
2.4.2.2 Timeliness 
To be relevant, information must be available timeously, that is "before it loses its 
capacity to influence decisions" (Hendriksen & Van Breda 1992: 136). Timeliness 
as such does not guarantee relevance, but a lack of timeliness certainly robs 
information of its relevance (FASB 1980: par 56). 
Timeliness does not only imply that end of the year financial statements must be 
produced as quickly as possible, but also that financial statements should be 
presented at frequent intervals. In certain agricultural enterprises, changes in the 
farm's situation such as price, climatic and biological changes, may affect the 
user's predictions and decisions. These changes are not restricted to the end of 
the financial year - hence the importance of monitoring the enterprise's financial 
position on an ongoing basis. The high input costs in most farming enterprises and 
the increasing risk factor necessitate timely information for sound decision making. 
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2.4.3 Reliability 
The fact that information should both be relevant and reliable is imperative to the 
credibility of accounting information. "Perfect information" implies that "adequate, 
standardised, up-to-date and reliable information must be available to all role 
players in the market and that all role players must have equal access to this 
information" (On what grounds will agriculture 1998: 5). Reliability, the other major 
decision-specific characteristic, is defined in AC 000 as the quality information 
possesses "when it is free from material error and bias and can be depended upon 
by users to represent faithfully that which it either purports to represent or could 
reasonably be expected to represent" (SAICA 1990: par 31 ). 
2.4.3.1 Representational faithfulness 
From the description above, information is reliable only if it faithfully represents 
the transactions and other events it either purports to represent or could 
reasonably be expected to represent (SAICA 1990: par 33). The problem with this 
definition is that "many of the measures used in accounting have no economic 
interpretation" (Hendriksen & Van Breda 1992: 138). 
These inherent difficulties in the measurement of transactions mean that tran-
sactions and other events do not necessarily represent what they are expected to 
represent. The price paid for an asset when it was originally bought has no 
significant meaning after 1 0 or more years. A tractor, for example, will be 
depreciated in three years time for tax purposes, but the value of the tractor for 
management purposes is more than the representative amount in the financial 
statements. 
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Reliability implies completeness of information, that is, nothing material is left out 
of the information that may be necessary to ensure that it validly represents the 
underlying events and conditions (FASB 1980: par 79). 
2.4.3.2 Verifiability 
The usefulness of accounting information is enhanced if verification of the 
information proves that the accounting measures represent what they purport to 
represent. "Verification is more successful in minimising measurer bias than 
measurement bias, and thus contributes in varying degrees toward assuring that 
particular measures represent faithfully the economic things or events that they 
purport to represent" (FASB 1980: par 81). 
The word "verify", which derives from the Latin word verus, meaning truth, implies 
that the measurement has an existence separate from the person making the 
measurement (Hendriksen & Van Breda 1992: 138). If this is the case, an absence 
of subjective valuation and personal bias from the measurer is assumed. In this 
regard SFAC 2, states the following: 
Measurer bias is a less complex concept than measurement bias. In 
its simplest form, it arises from intentional misrepresentation. But 
even honest measurers may get different results from applying the 
same measurement method, especially if it involves a prediction of 
the outcome of a future event, such as the realization of an asset. 
Measurer bias can be detected and eliminated by having the 
measurement repeated with the same result (FASB 1980: par 82). 
Although several independent measurers may agree on a single measurement 
method, the result will not be reliable unless the method used is such that the 
measure represents what it should represent. 
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2.4.4 Neutrality 
The reliability of financial information does not necessarily ensure its neutrality. 
Neutrality implies that the information is free from bias and has not been selected 
; 
to achieve a predetermined result. Neutrality means further that "either in 
formulating or implementing standards, the primary concern should be the rele-
vance and reliability of the information that results, not the effect that the new rule 
may have on a particular interest" (FASB 1980: par 98). 
Information that is not neutral loses credibility. In other words, if a decision or 
judgement is influenced in order to achieve a predetermined result or outcome, the 
particular information used is not neutral (SAICA 1990: par 36). 
2.4.5 Comparability 
Comparability, as well as neutrality, is defined as a secondary and interactive 
quality in the hierarchy of accounting qualities (see fig 2.2). An enterprise's 
financial reports increase in usefulness if they can be compared with other 
enterprises, or similar information about the same enterprise for different periods. 
Comparability is essential for both investment and management purposes. 
Accounting standards are developed to try and eliminate the different accounting 
methods used to make accounts more comparable. However, "comparability 
should not be confused with mere uniformity and should not be allowed to become 
an impediment to the introduction of improved accounting standards" (SAICA 
1990: par 41 ). 
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A farmer may wish to compare information for this production year with that of 
previous years, or if he or she is part of a study group, to compare information with 
' 
other farming enterprises in the same agricultu-ral sector. Financial and production 
reports must be standardised and therefore have certain common characteristics 
in order to yield comparable data. 
2.5 THE ACCOUNTING ENVIRONMENT OF THE AGRICULTURAL 
ENTERPRISE 
Rapid changes in the social, political, economic and technological environment 
oblige accountants to "reassess their role and function both within the organisation 
and in society" (Koornhof 1997: 120). Accountancy and, by implication, accoun-
tants, should be able to adapt to changes in the environment. Accountants should 
not only react to change, but should also be drivers of change in the business 
environment. 
Dramatic changes in the agricultural sector in the past two decades were mainly 
due to advances in technology, and changes in the economic climate and the 
general way in which business is conducted (Van Zyl et a/1999: 2). According to 
Van Zyl eta/ ( 1999: 1 ): 
Farmers must keep abreast of these changes and developments 
and become aware of global influences that could have an impact l 
on them and their families. Due to the worldwide availability of 
modern communication media and other technologies, information 
and influence spheres are starting to overlap. 
There are internal influences operating inside the enterprise which also affect 
financial reporting. These internal influences include ideological, political and 
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organisational influences. The external influences come from the environment in 
which the enterprise operates. Gourley (1978: 9) identifies five main systems 
which may have an environmental effect on financial reporting from outside the 
enterprise. According to him, these five systems are the capital market system, the 
external policy system, the sociocultural system, the economic system and the 
technological system. 
The above-mentioned external influences, as well as the increasingly important 
international influence on financial reporting in agriculture, are described below. 
2.5.1 The capital market 
Capital markets can be defined as "markets for the raising and trading of securi-
ties of a long-term nature" (Ross, Westerfield, Jordan & Firer 1996: 15). The 
capital market includes both debt and equity securities. The instruments traded 
include company shares and debentures, government stock and stock of quasi-
government institutions {Ross et a/1996: 15). 
Many separately identifiable users of financial information forms part ofthe capital 
market. Shareholders and creditors are the principal users in the capital market. 
There are more privately owned farms in South Africa than farms in the hands of 
public companies. "Most farm businesses in South Africa are run as sole pro-
prietorships" (Van Zyl et a/ 1999: 21 ). Shareholders as users of financial 
information in agriculture are therefore not discussed separately in this section. 
Creditors play a vital role in dictating the information that should be released by 
farming enterprises. Van Zyl eta/ (1999: 33) state that one of the main reasons 
for keeping comprehensive financial records or management information is to 
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establish the basis on which to obtain credit. 
Creditors have a great influence on financial reporting. For example, financial 
reporting which discloses cash flow information and information on the liquidity of 
the firm can be attributed to the needs of creditors. Both creditors, and 
shareholders have a common interest in the prediction of future cash flows. 
According to Gourley (1978: 9), the legal environment forms a significant part of 
the capital market system. The legal environment can be classified into two parts, 
namely that which legally binds the entity through Acts of Parliament and that 
which is binding by virtue of contractual agreements. The Companies Act 61 of 
1973, as amended, the Income Tax Act 58 of 1962, as amended, price control 
regulations and import export regulations are examples of Acts of Parliament 
which are legally binding to the enterprise. 
2.5.2 The economic environment 
The economy of the South African farming enterprise may be characterised as 
essentially private, in other words, private individuals, rather than state-owned 
farms (Van Zyl et a/1999: 21 ). Farming businesses produce goods and services 
for exchange instead of consumption. The economic environment of the farming 
entity may be defined as capitalistic, and one in which resources are allocated in 
accordance with personal preference. The economic environment of the reporting 
entity consists of the financial community, employees, takeover bidders and 
competitors. The individual users offinancial information will be discussed in more 
detail in the following chapter. 
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The financial community includes brokers, bankers, share analysts and financial 
journalists. The financial community of the farming enterprise has unique struc-
tures, for example, the Land and Agricultural Bank of South Africa and the various 
cooperatives. Better quality financial reporting will improve the relationship 
between the farming entity and its financial community. 
The agricultural industry has traditionally been financed by the Land Bank, 
cooperatives, the Agricultural Credit Board and, to a lesser extent, commercial 
banks and private financing. However, following the recommendations of the 
Strauss Commission, the Agricultural Credit Board was closed in 1998, and 
commercial banks are currently the greatest single direct financier of farmers in 
South Africa (Van Zyl et a/1999: 315). 
2.5.3 The sociocultural environment 
The agricultural enterprise has a huge impact on the sociocultural environment in 
which it operates. Social reporting is becoming more than just a new trend or 
fashion. Users offinancial information are interested in information on "activities, 
programmes of upliftment and improvement of social structures; and large 
donations made or intended" (De Villiers 1997: 1 0). 
The socioeconomic environment includes economic, environmental and social 
concerns, and gave rise to "the newly emerging field of accounting for sustainable 
development (ASD)" (Feltmate 1997: 9). There is concern about the demands that 
societies place upon the agricultural system to feed their growing populations. In 
most countries, "prior to this century almost all increases in food production were 
obtained by bringing new land into production" (Ruttan 1992: 5). In future, almost 
all increases in 'NOrld food production will have to come from increased output per 
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hectare and not from extending cultivation to new land. 
Social reporting evolved over several decades and is likely to increase in 
importance for years to come. According to Belkaoui (1992: 434), socioeconomic 
accounting is 
the process of ordering, measuring and disclosing the impact of 
exchanges between a firm and its social environment. Socio-
economic accounting is an expression of a corporation's social 
responsibilities and a new call for general corporate accountability. 
Exchanges between a firm and society consist primarily of the use 
. of social resources. If the activities of a firm lead to a depletion of 
social resources, the result is a social cost, if they lead to an 
increase in social resources, the result is a social benefit. 
2.5.4 The technological environment 
Over the past 20 years there has been a continuing revolution in farm technology. 
The selection of an appropriate technology for the farming enterprise has both 
regional consequences (profit, erosion, prevention of pollution, et cetera) and 
global consequences (depletion of world energy resources, alleviation of world 
hunger and the maintenance of the environmental heritage) (Calkins & DiPietre 
1983: 13). 
Besides the technological changes in farm machinery, such as implements and 
tractors, one of the most significant technological changes has been in the way 
the farmer acquires information. Information on crop yields, dairy production and 
all the financial aspects of the farm can be obtained by using a microcomputer. 
Already in the 1980s, Legacy, Stitt and Reneau (1984: 13) justified the use of 
computers in farming as follows: 
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Among other problems that confront the modern-day agriculturalist 
are tax considerations, labour records, alternative enterprise 
decisions, and decisions within enterprises that are affected by 
weather, credit cost, market price, world price, world market 
demands, and labour and machinery cost. The microcomputer can 
be programmed to provide the user with specific answers that are 
based on alternative data as provided by the user. 
The technological environment has had such a huge impact on the modern 
farming entity that the use of computers as a farm management tool will be 
discussed at length in chapter 4. 
2.5.5 The political environment 
In South Africa, market instability, the effects of global changes, political changes, 
the deregulation of the agricultural industry and drought conditions have increased 
the demand for information in the agricultural sector. Government support for 
commercial agriculture is expected to decline, and state extension services will, 
in future, shift their focus from commercial to smaller-scale, developing farmers 
(Woodburn, Ortmann & Levin 1994: 49). According to Woodburn eta/ (1994: 49): 
"Commercial farmers will therefore have to bear greater risk themselves and the 
demand for information which will help farmers to improve their risk management 
is expected to increase". 
The political environment has different influences on the reporting entity. The 
setting of accounting standards can be seen as part of the duty of the political 
environment. In South Africa, accounting standards are laid down by the APB. 
Accounting information must be for the benefit of all users. It must be up to 
standard so that these users can make sound economic decisions, which, in turn, 
will benefit the economy as a whole. 
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The South African Institute of Chartered Accountants (SAICA) provides accoun-
ting guidelines only, while the standards are set by the APB. The APB is com-
posed of representatives of commerce and industry, and consequently, statements 
of generally accepted accounting practice (GAAP) carry substantial weight 
(Everingham & Watson 1998: 2). 
The politics of land, labour, import-export and price structuring can also be 
regarded as part of the political environment in which the farmer must operate. 
The various agricultural boards and unions may represent the individual farmers 
and act as spokesperson for their individual needs and demands. 
2.5.6 The international environment 
The term "globalisation" has become one of the catchwords of the modern 
economic environment. While political change has resulted in the near demise of 
communism, economic change has produced world markets and global 
competition (Koornhof 1997:1 07). These changes in the international environment 
have resulted in the lifting of trade restrictions, the signing of new international 
trade agreements, the creation of economic blocs, repositioning of old industries 
and the creation of new industries (Koornhof 1997: 1 07). 
The disappearance of geographical barriers - the fact that enterprises can raise 
capital anywhere, sell on markets anywhere and base their operations anywhere-
necessitates internationally acceptable financial statements. According to 
Koornhof (1997: 107): 
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Technological innovations in respect of computers, robotics and 
telecommunications have made instant global communication 
possible and have fuelled the race to gain a competitive advantage 
through knowledge, expertise, service excellence, information and 
time. 
The import and export of agricultural products are crucial to the South African 
economy. The role of agricultural exports was summarised by Simon Brand in the 
following words: "If agricultural exports cannot claim to have been South Africa's 
engine of growth during the twentieth century, at least they have helped to provide 
the lubrication without which the engine may have ground to a halt" (Agriculture 
as an import and export sector 1998: 2). 
The dynamic shift to electronic commerce will have a tremendous impact on the 
way in which farmers will compete on the international markets. Jack Raath, a 
former executive director of the South African Agricultural Union (SAAU), stated 
that Agri-lnfo, the Union's new information and communication network, was 
established because of the need to compete in this new playing field (Van Zyl 
1998: 36). 
The Cairns Group Farm Leaders, which consists of 15 fair trading agricultural 
exporting countries, is "deeply concerned that rich countries will continue to use 
domestic subsidies, minimised access and export subsidies to deny legitimate 
trade opportunities to both developed and developing countries that have a 
comparative advantage in agricultural production" (World farm leaders 1999: 4). 
From a financial reporting point of view, the release of AC137 by the APB, based 
on lAS 41, International Accounting Standard: Agriculture, is a step in the right 
direction to ensure that financial reports in South Africa can be used in the 
international agricultural market. The accounting system must respond to the 
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challenge of the changing international environment in which it operates. In this 
regard, Koornhof (1997: 112) states the following: 
The challenge confronting Accountancy is that it should become a 
universally understandable language with the aim of even-handed 
distribution of information to enable global resources to be allocated 
efficiently. It should be able to report on the performance of and 
support the decision making within complex multinational business 
groups in which the location of operations, position in markets, 
payment of taxation, listing on stock exchanges and volatility of 
currencies are of prime importance. 
Agriculture in South Africa, like the rest of the economy, must respond to the 
demands of the global economy. The presentation of financial information must 
cater for the needs of the international user of that information. 
2.6 SUMMARY 
The objective of financial statements is to provide financial information about the 
enterprise that is useful to a wide range of users in making economic decisions. 
It is apparent that financial information should be presented accurately, timeously 
and in an understandable format, in order to be useful for decision making. 
Financial reporting, be it for management purposes or for external users, has its 
origin in proper basic record keeping. Financial statements drawn from these 
records should form the basis of timeous managerial decisions and actions. 
Financial statements should be prepared according to international standards and 
based on the principles laid down in AC 000. Higher input costs and lower profit 
margins in most agricultural sectors put pressure on those who prepare financial 
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statements to ensure that they are prepared in such a way that sound financial 
decisions can be made on the basis of the information presented in them. 
The changes in the agricultural environment demand that farmers are informed 
and up to date with new developments in the market. To assist the farmer in the 
management task, the financial information that he or she uses should reflect 
reality and be relevant, timeous and flexible to adapt to a changing business 
environment. 
In future, financial reporting will play an increasingly vital role as a farm 
management tool. The farm manager will have to spend more time on financial 
management and proper record keeping of all the operations of the farming 
enterprise. The farm manager's goals need to shift from providing a family-
oriented livelihood to running a profitable business enterprise. 
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3.1 INTRODUCTION 
It is almost impossible to evaluate farm business performance meaningfully 
without knowledge of the goals or objectives associated with that performance 
(Barry, Ellinger, Hopkin & Baker 2000: 21 ). The most important financial goal in 
any business is to maximise profits. Decision makers use the financial statements 
of organisations to help assess how successfully the organisation has met its 
financial goals (Horngren, Sundem & Elliott 1996: 4). "Due to the higher levels of 
sophistication, increased dynamism and risks in agriculture, the financial manage-
ment function in a farming business is of cardinal importance" (What is financial 
management? 1999: 5). Detailed and accurate information is the basis for sound 
financial management. 
The accounting information presented in financial reports, helps decision making 
by showing where and when money has been spent or earned, what commitments 
have been made, and it helps to predict the future effects of decisions (Horngren 
et a/ 1996: 3). Decision makers who use financial reports include managers, 
owners, investors and politicians (Horngren et a/ 1996: 2). These interested 
parties are stakeholders of the particular organisation. 
It is important to note that financial statements are only a part of financial reporting 
and that financial reporting in agriculture includes reports on the performance of 
different enterprises, production reports, employee reports, et cetera. "A compre-
hensive internal farm management information system consists of the respective 
farming records and financial statements, as well as the analyses and 
interpretation of results" (Van Zyl, Kirsten, Coetzee & Blignaut 1999: 33). 
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3.2 AGRICULTURAL STAKEHOLDERS IN NEED OF FINANCIAL 
INFORMATION 
It can be said that a "stakeholder is any person, entity or interest group that has 
some association with the company" (King Report 1994: 16). The complexity of the 
modern economy requires that financial reporting be addressed not only to the 
owners, but also to everyone with a "stake" in the business (Hendriksen & Van 
Breda 1992: 167). The notion of corporate responsibility has evolved beyond the 
traditional concept of the accountability of management to the primary 
stakeholders, for the needs of secondary stakeholders such as employees, 
creditors, customers and suppliers must also be met. The concerns of tertiary 
stakeholders who, for example, live in the immediate environment of the factory 
or farm and are affected by its pollution in the form of insecticides, pesticides and 
waste management, should likewise be addressed (Andersen 1994). 
According to the King Report ( 1994: 16), there are three classes of stakeholders: 
owners or shareholders, parties who contract with the business and parties who 
have a noncontractual nexus with the company or business. 
3.2.1 Owners or shareholders 
Agricultural enterprises differ vastly in size, ownership and enterprise form. "In the 
small family business, the owner, manager and the worker is often one and the 
same person" (Walstedt 1996: 25). However, some farming enterprises may be 
public or private companies with shareholders who have a vested interest in the 
company. 
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To understand the unique kind of ownership found in the small farming enterprise, 
one must look at some criteria specific for farm firms. Gasson and Errington 
(Walstedt 1996: 2) mention six elements in their definition of the "Farm Family 
Business": 
(1) Business ownership is combined with managerial control in the hands of 
the business principals. 
(2) The principals are related by kinship or marriage. 
(3) Family members (including business principals) provide capital to the 
business. 
(4) Family members (including business principals) do farm work. 
(5) Business ownership and managerial control are transferred between 
generations with the passage of time. 
(6) The family lives on the farm. 
Walstedt (1996: 9) goes on to ask the following question: Are bookkeeping and 
income-reporting procedures really adjusted to the premises of the small business 
manager, and especially to the farm manager, or are there improvements that 
could be made to help the managers understand the information? 
Owners' or managers' need for financial information differs from that of other 
stakeholders; they need information to attain farm family goals by using sound 
economic principles (Calkins & DiPietre 1983: 5). Burns, Scapens and Turley 
(1998: 9) determined from a study that investigated the influence of external 
reporting on management decisions that "most decision-making is driven by 
management accounts and management accounting techniques rather than 
financial accounting". 
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3.2.2 Contractual stakeholders 
Contractual stakeholders include customers, employees, suppliers and 
subcontractors. The King Report (1994: 23) states the following: 
Employees in particular should be entitled to be not only motivated 
and led, but to be as fully informed as possible about the company 
for which they work. Communication should be on a regular basis 
and include written information on employee rights, benefits and 
obligations as well as on company plans, targets and policies. 
As labour legislation changes, disclosure of information to employees is 
becoming increasingly important. An essential quality of the information provided 
in financial statements is that it should be readily understandable by all users. 
Stakeholders having no financial background, as would be the case with most 
farming employees, would therefore gain little, if any, benefit from the information 
contained in primary financial statements (Blumberg 1996: 7). 
Information needs to be provided in a more simplistic form, for example, an 
employee report, which can be understood by persons without formal financial 
training. According to Blumberg (1996: 9): "The employee report is aimed at 
providing information to employees about their employer's activities and 
prospects". 
The farming enterprise has definite links with its suppliers and subcontractors. 
According to the King Report (1994: 23), these links should be strengthened by 
regular communication and should lead to honest assessment and understanding 
of a company's capacity and limitations. 
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Customers are playing a dominant role as contractual stakeholders, and links 
between the enterprise and customers should facilitate the exchange of 
information on future needs and future developments (King Report 1994: 23). 
According to Koornhof (1997: 112), a key deficiency of the current accounting 
model is that it is not customer driven. 
To become more customer oriented, accounting information should supply more 
information that is useful for making decisions, such as information on 
relationships with customers, exposure of waste, and costs that fail to add value 
for customers (Koornhof 1997: 112). According to the King Report (1994: 23): 
"Customers should be entitled not only to products that conform to description and 
agreed standards of quality, but also to clearly worded and reliable warranties". 
In the agricultural sector, the demand for quality food production is growing and 
customers need certain warranties regarding the manner in which the products 
were produced. Farmers are the first link in the food production chain and must 
therefore be increasingly aware of consumer's demands regarding food safety, 
animal health and farm production methods (Ortmann 1997: 12). 
Financial institutions are also considered to be contractual stakeholders. "Under-
standing the costs, terms, and sources of financial capital for agriculture neces-
sitates considering the organisation of the financial markets, the process of 
financial intermediation, and the characteristics of the institutions participating in 
this process" (Barry et a/2000: 429). However, these institutions themselves need 
information about the management ability, business practices, and financial 
performance of their agricultural customers, in order to evaluate their 
creditworthiness (Barry et a/2000: 508). 
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From the above it is clear that the farm business does not operate in isolation, but 
that there are a number of contractual stakeholders interested in the current and 
future wellbeing of the farming business. 
3.2.3 Noncontractual stakeholders 
Noncontractual stakeholders include local authorities, the government of the day, 
representative bodies and the socioeconomic environment in which the enterprise 
operates. According to the King Report (1994: 23): "Companies should be 
encouraged to view themselves as residents in a particular area, to act in a spirit 
of good neighbourliness and to reach out to and be sensitive to the needs of their 
local communities". 
According to Markham and Thornton ( 1999: 1 ): "countryside maintenance, welfare 
issues, visible pollution and other issues are important". Agriculture is a unique 
industry, and the production system of this food industry is usually in full view of 
the general public. At times, the entire society acts as a stakeholder in the 
agricultural industry. 
The agricultural business, in particular, like any business, has a huge impact on 
society as a whole. In rural areas the local economy is directly linked to agriculture 
(Barry et a/2000: 475). The national economy is also linked to the agricultural 
sector by way of income tax obligations. According to Barry et a/ (2000: 83), 
"Income tax obligations are a strong incentive for farmers to maintain appropriate 
records and to search for ways to maximise after-tax income". 
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Besides the provision of information for income tax purposes, government also 
need information on agriculture to serve as a basis for government decision 
making on agricultural policy and the formulation of, say, proposed new water 
legislation and legislation on land taxes, disaster relief and agricultural financing 
(On what grounds 1998: 5). 
In conclusion, the farmer's responsibility towards the authorities and his or her 
socioeconomic environment must not be seen as a one-way process, but rather 
as an interactive process from which the farming enterprise itself can benefit 
(Thompson 1990: 133). 
3.3 MANAGEMENT ACCOUNTS VERSUS FINANCIAL ACCOUNTS FOR 
THE FARM MANAGER 
Many farming businesses prepare annual financial accounts solely to comply with 
the requirements of statutory authorities, and do not necessarily utilise these 
accounts for management and decision making. Markham and Thornton (1999: 
61) also state the following: "One of the major problems with the preparation of 
annual accounts that are also meaningful for management purposes is that 
production cycles often span different financial years". 
According to CIMA's Official Terminology, financial accounting can be defined as 
follows: 
The classification and recording of the monetary transactions of an 
entity in accordance with established concepts, principles, 
accounting standards and legal requirements and their presentation, 
by means of profit and loss accounts, balance sheets and cash-flow 
statements, during and at the end of an accounting period (Bishop, 
Pedley Smith, Olgilvie & Parkinson 1998: 20). 
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Although the world has undergone an information revolution, accounting itself has 
remained virtually constant (Hendriksen & Van Breda 1992: 51). Financial 
accounts are usually prepared by an accountant to give shareholders, lenders and 
other stakeholders a view of the business's performance. These accounts are 
prepared according to generally accepted accounting principles (Warren 1998: 
42). According to Barry eta/ (2000: 42): "The traditional practices in agricultural 
accounting have largely been informal, simplistic, and in many cases different from 
the generally accepted accounting principles (GAAP) of the accounting 
profession". 
However, "accounting practices in agriculture are changing rapidly as farms 
become more commercialised, relying more heavi.ly on borrowed funds and leased 
capital to finance their operations" (Barry et a/ 2000: 42). Managers of farming 
enterprises are becoming increasingly aware of the benefits of more complete and 
uniform methods of financial reporting. 
There is an increased awareness among the new generation of farmers of the 
need for accounts to be prepared timeously and in management format (Markham 
& Thornton 1999: 62). The accountant should therefore respond to this increasing 
demand and produce accounts in gross margin format, and itemise the relative 
margins between enterprises in accordance with the different production cycles 
of the farming enterprise (Markham & Thornton 1999: 62). 
CIMA's Management Accounting: Official Terminology defines strategic financial 
management as: 
The identification of the possible strategies capable of maximising 
an organisation's net present value, the allocation of scarce capital 
resources among the competing opportunities and the implemen-
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tation and monitoring of the chosen strategy so as to achieve stated 
objectives (Bishop et al 1998: 1 ). 
From the above, it is clear that management accounts are concerned with 
planning for the future and the implementation of short-term and long-term plans, 
while financial accounts are solely concerned with the accurate reporting, pre-
sentation and interpretation of the results of past activities (Bishop eta/ 1998: 20). 
Farming activities should be described and monitored in monetary terms for the 
farm manager to make decisions about current and future cash flows. "Financial 
management activities comprise four rna in categories which include the following: 
financial monitoring of the farming enterprise, financial analysis and planning, the 
investment decision and lastly the financing decision" (What is financial 
management? 1999: 3). 
The primary limitation offinancial accounts, in contrast to management accounts, 
is that they treat the business as a single, homogeneous unit, instead of a com-
bination of profit-making activities, referred to as "enterprises" in farm manage-
ment (Warren 1998: 42). In managing the farming business it is vital to obtain 
detailed information on the performances of these different enterprises, infor-
mation which is not always produced by financial accounting. 
3.3.1 Accounting for different farming enterprises 
A farm record-keeping system should not only be simple and easy to use, but 
should also be comprehensive enough to provide all the information the financial 
manager needs to perform his or her management task (Van Zyl et al 1999: 34). 
To make decisions about future actions, the information must reflect the farm's 
current and future capacity as a whole and also of the individual enterprises of the 
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farm. According to Van Zyl eta/ (1999: 49), the farmer should also record the 
production information of various enterprises in the business and related 
practices, in order to get an overall picture of the farm business. 
Profit-making activities, or enterprises, in farming are usually identified with spe-
cific products, for example, dairy, maize, pigs and beans. In order to control the 
business, it is vital to be able to monitor each of these enterprises individually and 
if one of these enterprises does not appear to be pulling its weight then steps can 
be taken promptly to improve its performance or replace it with another enterprise 
(Warren 1998: 42). 
Most financial accounts are too highly summarised to show individual enterprise 
performance. The output of a particular enterprise should be related to the costs 
directly incurred in its production (Warren 1998: 43). This is a sound financial 
accounting principle, but is not always visible in the farm's financial accounts or 
statements. The farmer therefore needs a more comprehensive management profit 
and loss account in which the performance of each enterprise is shown clearly 
(Warren 1998: 43). 
In a survey conducted by Knut Walstedt among Swedish farmers, the control of 
individual enterprises of the farm seems to be better than the control over the 
whole farm. According to the survey, farmers know and keep control of production 
data such as gross revenue and various production expenses, but have only 
vague ideas about how to calculate profitability (Walstedt 1996: 35). The 
production of management accounts in either gross margin or full cost form could 
be more useful for the farmer to calculate and comprehend the profitability of each 
enterprise. 
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3.3.1.1 Gross margin accounts 
Agriculture, like any other industry, has its own management accounting variants. 
One of these is the agricultural gross margin system. Warren (1998: 53) states 
that economists sought a pragmatic solution when management accounting was 
introduced in UK agriculture for: 
• Recognising the difficulty of allocating overhead costs in busi-
ness with many shared costs, but few or no office staff 
• Allowing fixed and variable costs to be treated differently 
• Providing a margin for each enterprise showing its contribution 
to the net profit of the business 
The term "gross margin" (GM) can further be defined as the gross production 
value of an enterprise less the directly allocated variable costs of the same 
enterprise. A variable cost, for agricultural gross margin purposes, is a cost that 
is easy to allocate to a specific enterprise and vari.es directly with small changes 
in the extent of the activities of the enterprise (Warren 1998: 53). However, fixed 
costs for agricultural gross margin purposes, are costs that do not meet both the 
criteria set for variable costs, for example regular labour, machinery depreciation 
and running costs, property rent and repairs, finance costs, et cetera. (Warren 
1998: 53). 
According to Van Zyl et a/ (1999: 58): "The total gross margin is calculated by 
adding together the gross margins of all enterprises in the farm business". It is 
important to note that when further deductions are made from the gross margin, 
the margin over directly allocatable costs will be obtained. Hence all comparisons 
between enterprises should be based on the gross margin (Van Zyl et a/1999: 
58). 
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One of the main advantages of gross margin accounting is that it gives a degree 
of comparison of the profitability between enterprises, without going to the full 
extent of attempting to allocate all the overhead costs (Warren 1998: 43). Another 
advantage is that the calculation of enterprise gross margins is usually quite 
straightforward. Livestock gross margins, however, are more difficult to calculate. 
There are variations in the treatment of purchased and transferred livestock, as 
well as an important distinction between trading livestock and breeding livestock 
(Warren 1998: 55). 
3.3.1.2 Full cost accounts 
In the full cost approach, all costs are allocated to the product, including the 
indirect costs which are allocated to the specific product on a proportional basis, 
and calculated according to a fixed formula (Van Zyl et a/1999: 137). Full cost 
accounts imply that a complete profit and loss account is completed for each 
enterprise individually, and that the net margins of the enterprises are then 
accumulated to give the net profit of the whole business (Warren 1998: 44). 
Despite its apparent simplicity, the full cost approach has its difficulties, especially 
the allocation of overhead expenses between the different enterprises which is 
problematic and often unrealistic (Warren 1998: 44). Van Zyl eta/ (1999: 137) 
mention a further shortcoming of this approach, namely that competition and the 
demand for the product are not taken into account. 
The allocation of these costs, no matter what the method of allocation, will add 
considerably to the manager's paperwork burden and care should be taken to 
ensure that the gained benefit justifies the huge effort involved when full cost 
accounting is applied (Warren 1998: 44). A further criticism of the use of the full 
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cost approach in decision making is that there is a danger of treating all costs as 
equally variable, without the realisation that some costs will still be applicable 
whether or not an enterprise is discontinued (Warren 1998: 45). 
3.3.2 Financial statements 
According to lAS 41, issued by the International Accounting Standards Committee 
(IASC), "most business organisations in agriculture, in terms of numbers, are 
small, independent, cash and tax focused, family-operated business units, often 
perceived as not required to produce general purpose financial statements" (IASC 
2001: 37). However, even small agricultural enterprises seek outside capital and 
subsidies, and these capital providers increasingly request financial statements 
based on sound and generally accepted accounting principles (IASC 2001: 37). 
As mentioned in chapter 2, the South African Accounting Practices Board (APB) 
released Accounting Standard: AC 137, in accordance with the IASC's Inter-
national Accounting Standard: lAS 41, to prescribe the accounting treatment and 
related financial statement presentation and disclosures for agricultural 
enterprises. AC 137 should be read together with ED 110, Presentation of financial 
statements. The objective of ED 110 is to "prescribe the basis for presentation of 
general purpose financial statements, in order to improve comparability both with 
the enterprise's own financial statements of previous periods and with the financial 
statements of other enterprises" (SAICA 1997: 1 ). 
The American Farm Financial Standards Council (FFSC) recommended four 
financial statements for farming enterprises, namely the income statement, the 
statement of owner equity, the statement of cash flows and the balance sheet, and 
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that these should furthermore be prepared on a consistent basis (Barnard & 
Boehlje 1998-99: 7). 
The balance sheet is "a systematic listing of all that the business owns (its assets) 
and all that it owes (its liabilities) at a specific moment in time" (Barry et a/ 
2000:43). The financial status of a farm business is determined by three factors, 
namely assets, liabilities and net worth (ownership interest or own capital), and 
these aspects are reflected in the balance sheet. "The balance sheet is therefore 
a presentation of historical information that reflects the cumulative effect of fina-
lised transactions, without indicating how the current financial position was 
reached" (Van Zyl et a/1999: 51). 
During 1995 and 1997, the FFSC clarified and refined procedures for reporting, 
and made recommendations on financial reporting and analysis criteria for 
agricultural producers. Recommendations on the format of the balance sheet were 
as follows: 
(1) It is preferable to have separate balance sheets for business and 
personal items. 
(2) Assets and liabilities should be segregated into current and non-current 
categories. 
(3) A comprehensive analysis of an agricultural business requires 
information on both cost and fair market values of capital assets. 
(4) The balance sheet should include a section for owner equity that 
includes at least two components - valuation and retained 
earnings/contributed capital (Barnard & Boehlje 1998-1999: 7). 
There are fundamental differences between agriculture and other activities. 
According to the IASC's E65, the application of traditional accounting methods to 
assets in agricultural activities can create uncertainty or conflicts, particularly 
concerning the following: 
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(i) the critical events associated with biological transformation 
(growth, procreation, production, and degeneration) which alter 
the substance of biological assets are difficult to deal with in an 
accounting model based on historical cost and realisation; 
(ii) biological assets are generally managed as a perpetual group 
of assets, rather than as individual limited life assets; and 
(iii) the variety and characteristics of the living assets of agriculture, 
which creates difficulties in balance sheet classification (IASC 
1999: 57) 
Although accounting practice today universally recognises biological assets, such 
as livestock, plantations, orchards, forests, and even short-lived assets such as 
annual crops, the principal issue is not to give recognition to such an asset, but 
rather how to measure its carrying amount and when and how to recognise and 
report changes in these biological assets (IASC 1999: 59). While lAS 41 and AC 
137, propose fair value as a measurement for biological assets, Barry eta/ (2000: 
45) state that in general, farmers have used current market valuation for their. 
assets, while accountants have used cost-basis valuation. Proponents offairvalue 
conclude that this valuation method has "greater relevance, reliability, 
comparability, and understandability as a measurement of future economic 
benefits expected from biological assets, than historical cost" (IASC 2001 : 39-40). 
Whereas th~ balance sheet reflects a static picture of the firm's financial status at 
a specific date, the income statement indicates how this financial status was 
achieved (Van Zyl et a/1999: 55). According to ED 110, the income statement 
should be presented in a manner which highlights the various elements of the 
enterprise's performance that are necessary for a fair presentation and should, as 
a minimum, include revenue, the results of operating activities, the results of 
investing activities, the outcome of financing activities, minority interest and the 
net profit or loss for the period (SAICA 1997: 25). 
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Income statements of agricultural enterprises have unique features which should 
be reflected in the farm income statement. According to Barnard and Boehlje 
(1998-99: 7), the format of the farm income statement should include, as a 
minimum, a calculation of gross revenues and net farm income on an accrual-
adjusted basis. "Net farm income (NFI) is the total gross margin less overhead 
costs (excluding remuneration to interest on capital and rentals)" (Van Zyl eta/ 
1999: 58). Because NFI is used solely as a criterion for comparison between farm 
businesses, items such as management remuneration, interest on capital and 
rentals are excluded when NFI is calculated (Van Zyl et a/1999: 58). 
A further distinctive feature of farm income statements is that they should "present 
the amount of the change in fair value of all of its biological assets held during the 
current period on the face of the income statement, in the aggregate or by group 
of biological assets" (IASC 1999: 31). The change in fair value in an agricultural 
context includes two components, namely growth and unit price change, and these 
changes in fair value are reflected in operations (Harden 2000: 6). Fair value is 
normally seen as the amount for which an asset could be exchanged, or a liability 
settled between knowledgeable, willing parties in an arm's length transaction 
(IASC 2001: 12). 
According to Pacter (1999: 72): "The IASC board believes that fair values and 
changes in them provide more relevant information about the future prospects and 
performance of a company engaged in agricultural activity than the more 
traditional historical cost-based measures of assets and profits". If one considers 
how quickly the physical changes caused by drought, frost, disease or an 
exceptionally good growing season can alter future economic benefits, it is crucial 
to provide information that is relevant and realistic for management purposes 
(Pacter 1999: 72). 
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The statement of owner equity is linked to the balance sheet, the income 
statement and the statement of cash flows. This statement is used to "reconcile 
the equity amount shown at the beginning of the period with the amount shown at 
the end of the period" (Barnard & Boehlje 1998-99: 7). 
3.3.2.1 Financial statements for tax purposes 
Various forms of taxation are applicable to the farming enterprise, namely income 
tax, estate duty, donations tax, stamp duty, transfer duty, value-added tax and 
regional services levies (Van Zyl et a/1999: 252). Taxes therefore pervade almost 
every area of farm management and the farm manager must therefore consider 
taxes in every operating decision he or she makes in order to achieve income and 
other goals (Calkins & DiPietre 1983: 411 ). However, it is important to note that 
the income tax return is not considered to be a financial statement and it is not a 
substitute for the income statement (Barnard & Boehlje 1998-99: 7). 
Financial statements should not be produced with only tax considerations in mind. 
The planning of a farmer's tax affairs is important, "seeing that he should naturally 
attempt to arrange his business in such a way as to incur the minimum taxation 
within the framework of legal provision" (Van Zyl et a/ 1999: 252). Financial 
statements should provide meaningful management information instead of only 
tax-related information. 
Information needed to calculate the firm's tax obligations can be derived from 
accurately held accounting information. However, financial statements prepared 
for tax purposes should not be used, as such, for management purposes. While 
" financial accounting can be done by the farmer or farm manager it may be neces-
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sary to employ an accountant to draw up the farm's tax return to ensure that the 
taxation liability is minimised (Buckett 1981: 152). 
3.3.2.2 Financial statements for management purposes 
The above may encourage the perception that the farmer needs to keep more 
than one set of financial records. This should not be the case, especially if 
accounts are kept according to GAAP, and if the records contain sufficient detail 
for both management and tax purposes. In this regard, farmers need a more user-
friendly record-keeping system to provide data from which they can extract more 
relevant information and reduce the time spent on gathering such information 
(Woodburn, Ortmann & Levin 1994: 59). 
The microcomputer can be used to input different values for certain assets - for 
example, an accounting value, a management value and a tax value can be 
created when the asset is acquired. This will result in different reports being 
produced by the computer program. According to Smith ( 1988: 2), computers allow 
farm operators to keep track of detailed information and apply complex problem-
solving techniques on information in order to make better, more timely decisions. 
Financial statements for management purposes are especially applicable when 
the farmer must report to the bank manager. Farmers have increased borrowing 
requirements, and it is crucial that owners and managers of farming businesses 
work closely with their banks regarding the working capital they need to borrow 
(Markham & Thornton 1999: 173). According to the same authors: "one of the 
most common problems quoted by banks is the lack of effective communication 
and information provided by the farmer''. Farmers therefore need to prepare 
proper management accounts, cash flow forecasts and profit projections. 
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3.4 CASH FLOW REPORTING AS A MEANS dF TROUBLE SPOTTING FOR 
THE FARMING ENTERPRISE 
The survival of the farming enterprise depends on its ability to generate cash. 
According to Warren (1998: 175): "The penalty of not monitoring cash flow 
regularly and frequently could be at best the loss of an opportunity, and at worst 
the loss of a business". 
In the farming business, one should remember that cash rather than net income 
is the mechanism used to provide family withdrawals, repay loans and invest in 
capital assets (Barry et a/ 2000: 64 ). Because of the nature of agricultural 
production, liquidity remains a huge problem in farming. Timely forecasts of cash 
flow can therefore "identify periods where cash is likely to be short, and give clues 
to the alleviation of such shortages" (Warren 1998: 9-1 0). 
The cash flow statement is a summary of the cash inflows and outflows over a 
specific period of time, and the cash inflow and outflow are separated according 
to the farming enterprise's operating, investment and financing activities (Barry et 
a/ 2000: 64). When it comes to financing the farm business, cash flow is an 
important consideration and the bank balance therefore also forms a crucial part 
of the cash flow statement (Van Zyl et a/1999:61 ) . 
. 
According to Walstedt (1996: 83), "A good information system should be able to 
clarify the close relationship between the firm's financial position, the solvency, the 
liquidity, the profitability and the risk", but that cash or funds flow is regarded with 
increasing interest. Where profitability provides a prediction of long-term capacity, 
the capability to generate cash is essential to meet the required short-term 
payments (Walstedt 1996: 83). One should keep in mind that cash flow pays the 
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bills and the mortgage, and that cash flow information enables lenders to 
determine if their farm customer can repay the loan (Kahan 1998: 72). 
In the cash flow statement, cash income and cash expenses are indicated at the 
time of receipt or payment, and therefore provide information about the historical 
changes in cash and cash equivalents. Because of the high input prices, the time 
it takes for a product to be ready for the market and the high finance costs, cash 
flow is probably the primary aspect of the financial management of the farm 
business. According to Vorster, Joubert, Koen and Koornhof (1997: 438-439), 
users of cash flow information may find it beneficial for the following purposes: 
(1) to formulate an opinion regarding the risk of an entity by paying 
particular attention to the ability of the entity to pay interest and 
dividends; make capital repayments on borrowed funds; and 
access the correct sources of financing whereby the activities of 
the entity can be financed; 
(2) forecast the cash which will likely be available in the future to 
finance expansions; 
(3) determine which sources of cash have been used to finance 
operating and investment activities; 
(4) evaluate whether the entity is capable of generating sufficient 
cash flows from operating activities so that a part of it can be 
ploughed back into the entity. 
One must be able to distinguish between cash flow statements and budgets that 
are undertaken to show the cash flows in advance. Cash flow statements form part 
of the financial statements of an enterprise and must be in accordance with the 
revised AC 118 (Vorster et a/ 1997: 437). Cash flow budgets predict the cash 
position over a certain period in the future. If the predicted cash position is 
negative it will indicate when an overdraft is required, and when it is positive it will 
show the reserves which can be used to pay future bills or which can be invested 
(Buckett 1981: 144). 
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After summarising his interviews with Swedish farmers, Walstedt (1996: 35) came 
to the following conclusion: 
( 1) Small business managers, in this case farmers, are typical-
ly oriented towards a cash flow concept in the financial 
management of their firms. 
(2) They have a clear understanding of a cash flow balancing 
of the financial (cash flow) position of the firm, including 
investments, interest and principals, taxes and personal 
private consumption, but, 
(3) the balance is characterized by considerable variations, 
offset by the varying of investments, fixed costs, external 
income, and, if necessary, private consumption. 
The measurement of cash flow is invaluable as a means of trouble spotting 
(Warren 1998: 9), while the forecast of cash flow is important for trouble planning. 
The combination of actual cash flow records and cash flow forecasts is definitely 
one of the most vital management tools available to a farm manager. A good 
manager will monitor his or her cash position regularly and keep the money 
working for him or her. Tight financial management can help increase returns on 
capital, for example, "an arable farmer may assess the amount of grain in store 
which he must sell to pay next month's labour and other bills" (Buckett 1981: 147). 
3.5 FINANCIAL STATEMENT ANALYSIS FOR FARM MANAGEMENT 
PURPOSES 
As part of the system of financial planning and control in an organisation, it is 
necessary for the manager or owner to measure the progress of the enterprise in 
order to know how well the enterprise is doing (CIMA Study Text 1998: 42). 
Although financial records become historical, if carefully analysed, they may be 
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employed to measure the efficient performance of a business as a whole, or more 
significantly, provide pointers for the future by highlighting current strengths or 
weaknesses (Buckett 1981: 98). The emphasis is on financial statement analysis, 
but many other factors must be taken into consideration to obtain a holistic view 
of the farm business for future planning and management purposes. 
The firm's annual financial reports are a major source of information, but to be 
useful, the financial statements and their accompanying footnotes and other 
disclosures must provide all the significant or material information (Horngren eta/ 
1996: 675). According to Horngren eta/ (1996: 676): "Financial statement analysis 
is useful because past performance is often a good indicator of future 
performance, and current position is the base on which future performance must 
be built". 
Besides concentrating on financial statements for future predictions, farmers must 
also think globally and take other economic factors into consideration when 
analysing financial information and planning for future operations. Dr David Kohl 
of the USA, proposes a new farm profitability equation that emphasises manage-
ment strategies essential to farming more profitably in the current economic 
environment. His equation consists of: Profit= E + W + G +I, where E stands for 
exports, W for weather, G for government policy and I for interest rates (Farm 
profitability 2000: 1 ). 
Although the above-mentioned factors are mainly fixed, farmers can minimise risk 
if they fix interest rates, think globally about exports and actively monitor pending 
government legislation on farming matters (Farm profitability 2000: 3). Exports, 
weather, government policy and interest rates have always been key factors in 
farming profitability, but have been treated in isolation (Farm profitability 2000: 1 ). 
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Farmers now need to incorporate all these factors in their analysis and planning 
of the agricultural enterprise. 
According to Van Zyl eta/ (1999: 76): "The analysis of farming results can be 
regarded as the most important aspect in the farm management information 
system". The farm manager should also distinguish between: 
• financial analysis, which determines and controls the financial 
position, strength and growth of the farm business 
• diagnostic analysis, which identifies factors responsible for a 
satisfactory/unsatisfactory efficiency level and allowthe analysis 
of the various enterprises in the farm business, and 
• sustainability analysis, which specifically evaluates the sour-
ces and application of funds. Debt should be expressed per 
production unit, e.g., debt per hectare maize planted or per 
lactating cow (Van Zyl eta/ 1999: 76). 
Another important reason for analysing the financial position and financial future 
of the farm business is that of risk management. There are many types of risks in 
agriculture, and they include (1) production and yield risks; (2) market and price 
risks; (3) losses from severe casualties and disasters; (4) social and legal risks 
from changes in tax laws, government programmes, trade agreements, and so on; 
(5) human risks in the performance of labour, contracts and management; and (6) 
risks of technological change and obsolescence (Barry et a/ 2000: 219). 
Production and yield risks may also include climatic factors such as drought, 
floods and heat waves. A farm manager must analyse all the financial information 
at his or her disposal in such a way that these risks are either eliminated in future 
or are managed, say, by diversification, insurance or hedging through forward or 
future contracts for commodities. 
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When concentrating specifically on the analysis offinancial statements, ratios can 
be used to ascertain the financial position of the farm business. Ratios should, 
however, not be studied in isolation and should be meaningful and comparable 
(Van Zyl et a/1999: 77). It is quite difficult to set norms, to be used as guidelines 
when comparing ratios in the agricultural sector. Norms for agriculture will differ 
from those in other production sectors, or between young farmers and established 
farmers, for different regions, different enterprises, small farmers and commercial 
farmers and different seasons and years (Van Zyl et a/1999: 77). Instead of only 
measuring ratios against norms, a farmer can set realistic but challenging "goals" 
and then evaluate the ratio results against them (Barry et a/2000: 115). 
The five criteria that may be used to analyse the financial position of the farm 
business are solvency, liquidity, profitability, financial efficiency and repayment 
capacity or debt-serving ratios (Barnard & Boehlje 1998-99: 7). According to the 
same authors, the first four criteria "are used to assess the financial strengths and 
weaknesses of an agricultural business whereas the last criterion, repayment 
capacity, is used to measure the borrower's repayment capacity for term debts and 
capital leases". 
3.5.1 Solvency 
Solvency indicates the extent to which the assets of a business exceed its lia-
bilities - in other words, solvency ratios indicate whether a business is solvent or 
insolvent (bankrupt) (Van Zyl et a/1999: 78). According to Barry eta/ (2000: 1 09), 
a farm business is insolvent "if the sale of all assets fails to generate sufficient 
cash to pay off all liabilities". There are various ways in which the solvency of a 
farm business can be measured, and the most commonly used are as follows: 
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( 1) Net capital ratio. This is the ratio between total farm assets and total farm 
liabilities. The valuation of the farm assets is vital when this ratio is 
compared with any norms. Using cost, market or fair value to value 
agricultural assets will result in quite different answers, and the same 
method of valuation should be applied consistently if the result of 
consecutive years is compared (Barnard & Boehlje 1998-99: 7). Generally, 
a net capital ratio exceeding 2:1 is accepted as safe, but the type of farm 
business, the correct valuation of assets and the risk involved in the 
business are also determining factors (Van Zyl eta/ 1999: 79). 
(2) Leverage ratio. The leverage ratio is the ratio of total farm debt to farm 
equity and measures the firm's total obligations to creditors as a percentage 
of the equity capital provided by the owners (Barry et a/ 2000: 11 0). This 
provides an indication of the farmer's ability to meet all liabilities through 
own capital, and the leverage ratio (total liabilities: own capital) should 
generally be less than 1 : 1, which means that the farmer should not owe 
more than the amount of own capital that has been contributed (Van Zyl et 
a/ 1999: 79). 
(3) Own capital ratio. This refers to the ratio between the farmer's total own 
capital (net worth) and the total assets of the business (Van Zyl eta/ 1999: 
80). 
(4) Growth of the farm business. According to Van Zyl eta/ (1999: 80): "The 
percentage increase in net worth from one year to the next indicates the 
financial progress or otherwise of the farm business". It is essential for the 
future of the business that its growth should at least exceed the inflation 
rate. 
81 
3.5.2 Liquidity 
Liquidity focuses on whether there are sufficient current assets to satisfy current 
liabilities as they become due (Horngren et a/1996: 690). According to Correia, 
Flynn, Uliana and Wormald (1993: 184): "A full liquidity analysis requires the 
preparation of a cash budget". Liquidity can, for example, be assessed by com-
paring the actual monthly overdrawn bank balance on the cash flow statement with 
the available credit facility. The difference between them will indicate the degree 
of liquidity (Van Zyl et a/1999: 81 ). Apart from the cash flow statement, a number 
of ratios are also used to measure the firm's liquidity. The most important liquidity 
ratios used for farming enterprises include the following: 
(1) Current ratio. This is the ratio of current assets to current liabilities. Besides 
the cash-flow statement, this ratio is the yardstick most frequently used for 
measuring the liquidity of the business. "Depending on the nature of the 
farm business and the risks involved, a ratio of at least 2:1 should be 
maintained" (Van Zyl et a/1999: 82). 
(2) Acid test ratio. Also called the "quick ratio", the acid test ratio is calculated 
by deducting stocks from current assets and dividing the remainder by 
current liabilities (Correia et a/1993: 185). A ratio of 1:1 is desirable. One 
should, however, keep in mind that stock such as agricultural products and 
livestock can fairly easily and quickly be sold and converted to cash which 
\ 
is why this ratio may be less applicable to agriculture (Van Zyl et a/1999: 
185). 
(3) Intermediate ratio. This ratio uses total current assets plus medium-term 
assets, to total current liabilities plus medium-term liabilities. Medium-term 
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assets in agriculture, for example, will be breeding stock, vehicles, 
machinery and equipment, whereas medium-term liabilities will be term 
loans and leases (Van Zyl et al1999: 67). 
3.5.3 Profitability 
Profitability ratios are an indication of the profitability of the farm business and will 
show the combined effect of liquidity, asset management and debt management 
on operating results (Correia et al1993: 189-190). This ratio is an indication of the 
farmer's return on capital and allows the farmer to look at profit in relation to the 
money he or she has invested (Warren 1998: 31 ). Profitabitity is calculated on 
capital employed during the financial period, and owing to the fluctuation of capital 
during the year, it is practical to use the average capital investment (opening 
capital+ closing capital, divided by 2) as the denominator in the profitability ratio. 
The following ratios are commonly used: 
(1) Farm profitability. Net farm income (NFI) is expressed as a percentage of 
average total capital employed in the farm business during a specific 
financial period. In agriculture, total capital employed usually includes the 
assets of the farm business plus the value of rented land, leased equipment 
and land used for share-cropping (Van Zyl et al1999: 84). This ratio is an 
excellent basis for comparison between farm businesses, regardless of 
whether land was bought or inherited, whether owned or rented land is 
used, or whether the owner manages the farm or employs a manager (Van 
Zyl et al1999: 84). 
(2) Profitability on own capital. Profitability or rate of return on own capital is 
calculated by expressing farm profit as a percentage of average own capital 
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(net worth) employed during the financial year, and indicates the interest the 
farmer earned on own capital after borrowed capital had been compensated 
(Van Zyl et a/1999:85). 
(3) The rate of return on farm assets. This profitability ratio is the rate of return 
on the firm's average total investment in farm assets for the accounting 
period. The numerator is calculated by adding the net farm income from 
operations to farm interest expense, minus the value of operator and unpaid 
operator labour, plus other net income on farm assets. The denominator 
presents average farm assets over the accounting period. The rate of return 
on farm assets "provides a measure of the profitability of the production and 
marketing activities of the business that is separated from the financing 
function" (Barry et a/2000: 1 02). 
( 4) Operating profit margin ratio. This ratio measures the profitability of the firm 
as a proportion of the volume of production and demonstrates how a firm 
can increase profitability (Barry eta/ 2000: 1 06). 
3.5.4 Financial efficiency 
Financial efficiency "measures the intensity with which an agricultural business 
uses its assets to generate gross revenue or value of farm production and the 
effectiveness of production, purchasing, pricing, financing and marketing deci-
sions" (Barnard & Boehlje 1998-99: 1 0). In other words, efficiency ratios are 
calculated to determine to what extent the available resources are being utilised 
efficiently (Van Zyl et a! 1999: 87). Efficiency further refers to the relationship 
between inputs and outputs in the farm business and can be measured in 
physical, economic and financial terms (Barnard & Boehlje 1998-99: 1 0). Some 
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financial efficiency ratios are (1) asset turnover ratio, which is gross revenue 
divided by average total farm assets; (2) operating expense ratio, which is 
operating expenses (excluding interest and depreciation) divided by gross. 
revenue; (3) depreciation expense ratio which is depreciation expenses divided 
by gross revenue; (4) interest expense ratio, which is interest expense divided by 
gross revenue; and (5) net farm income from operations (NFIFO), which is NFIFO 
divided by gross revenue (Barnard & Boehlje 1998-99: 9). The following ratios are 
also commonly used: 
( 1 ) Capital turnover ratio. Gross production value to average total capital 
employed is used to indicate how efficiently capital is being employed in the 
farm business. Generally, "agriculture is characterised by a relatively low 
capital turnover ratio" (Van Zyl et a/ 1999: 87). More intensive farming 
activities, however, have a higher capital turnover than less intensive 
farming activities. For example, more intensive farm activities such as dairy 
farming, piggeries and poultry coutd have a higher capital turnover 
compared to less intensive farming activities such as maize, sheep and 
extensive stock-farming (Van Zyl et a/1999: 87). 
(2) Cost ratio. The cost ratio indicates the ratio between total expenditure and 
gross production value, where total expenditure includes farming expenses, 
depreciation, tax, interest, etcetera, but excludes private expenses (Van Zyl 
1999: 87). 
3.5.5 Repayment capacity 
Repayment capacity, or debt-serving ratios, measures the extent to which the farm 
business can meet its debts or liabilities. "Debt influences profitability through 
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interest costs, liquidity through debt-serving requirements and solvency through 
the value of the assets available to secure the farm's liabilities" (Barnard & Boehlje 
1998-99: 11 ). The debt-serving ratio is calculated by dividing debt redemption 
(instalment+ interest) through gross production value. A high debt-servicing ratio 
indicates that a farm business will experience financial pressure; However, it must 
be stressed that ratios should not be viewed in isolation (Van Zyl et a/1999: 88). 
3.6 SUMMARY 
There is a demand for fuller and more precise information from financial reporting. 
Financial information must fulfil the needs of various stakeholders and can be 
presented in financial statements and other financial reports. To be successful 
farmers should use a proper management information system. They should keep 
records, prepare budgets and compire comprehensive financial statements. 
The four major financial statements for reporting to the agricultural stakeholders 
are the balance sheet, income statement, statement of owner equity and the cash 
flow statement. There is a current movement towards measuring biological assets 
in the financial statements atfair value, and to report the change in fair value of 
these biological assets in net profit or loss. 
Financial statements as such do not necessarily contribute to better managerial 
practices. The statements need to be analysed in order to obtain information that 
can be used for decision making. A popular approach to financial analysis is 
through the use of ratios. Management must determine what they wish to measure 
before developing ratios. The results of these ratios should be compared with 
internal and external developed standards which can be used as benchmarks to 
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evaluate the farm's financial performance. The principal financial ratios for farming 
activities are solvency, liquidity, profitability, financial efficiency and repayment 
capacity. 
With increasing pressures on profitability, farmers must use different management 
tools to run a successful business. Financial statements should be prepared on 
a consistent basis and the analysis of these statements should be comparable 
with previous years, with other farming enterprises, and with goals which the 
farmer has set as achievable targets. 
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4.1 INTRODUCTION 
As the two previous chapters explain, the total environment in which agricultural 
producers operate has changed, and so too have the information needs of 
farmers. Farmers must have a way to manage the increasing volume of data. 
Many agricultural researchers, managers and advisors are recognising the 
important role information technology can play in improving the competitiveness 
of agricultural firms (Ortmann 1997: 17). 
The computer has been widely recognised as a management tool and the farm 
manager must decide if, and why, he or she may need one. Without the appro-
priate software, the computer cannot be used for management purposes. The 
available software must therefore be investigated to determine if it complies with 
the farmer's requirements. Modern farm managers have also realised the advan-
tages of using the Internet to do business and to compete in the global environ-
ment. According to Van Zyl eta/ (1999: 27): "The personal computer and the Inter-
net are becoming increasingly important to keep abreast of developments which 
could affect the farm business, and the farmer should become familiar with these 
aids". 
The role of the accountant has also changed during the past two decades. Gone 
are the days when farmers could wait for several months after the year-end to see 
how the business had performed. They need timely and accurate management 
information throughout the year, and many farmers use their own computers and 
accounting software to generate such information. Eccles, Julyan, Boot and Van 
Belle (2000: 438) state that while external reporting in its various forms is still a 
vital function, it now forms a much smaller part of the total accounting effort. 
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Agriculture is a specialised business and many farmers do not have the time, 
knowledge or desire to do the accounting function themselves. As an alternative, 
a computer bureau can be used, or a group of farmers can appoint an accountant 
to handle the financial side of the farming enterprise. Some farmers prefer to form 
part of a study group, and their financial and operating information is prepared on 
the same basis in order to make comparisons between the different members of 
the study group. 
Irrespective of the method used to acquire information, the emphasis must be on 
the usefulness of the information for decision making. One should always keep in 
mind that more information is not necessarily better; on the contrary, it may lead 
to information overload. 
4.2 THE USE OF PERSONAL COMPUTERS IN FARM MANAGEMENT 
As far back as the early 1980s Sonka ( 1983: 15) contended that agriculture is in 
the midst of a third revolution, namely the business management revolution. The 
first revolution was between 1850 and 1890, and was characterised by the 
substitution of animal power for human power. The second revolution was be-
tween 1915 and the 1960s, and was characterised by the introduction of mecha-
nical power and the adoption of chemical-based techniques. Sonka characterised 
the third revolution, from 1970 until the present, as a period in which the emphasis 
is on business and financial management for farm growth and/or survival. 
Over the years, the concept of information technology (IT) has emerged, and it 
embraces all aspects of electronic data processing (Eccles et a/ 2000: 12). 
Develin (1998: 46) argues that an effectively operating IT service can make all the 
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difference between the success or failure of today's organisations. He further 
states that, in many organisations, information technology is the least understood 
and the least valued function. In the agricultural business, this is so often the 
case, especially since farmers need to be experts in so many different areas, and 
lack the time to become IT experts as well. 
Managers of modern business organisations need new and improved ways to 
manage human and economic resources. According to Eccles et a/ (2000: 9): 
"They do not need more data; they need better information that consists of data 
that have been filtered, analysed and compared". The computer has 
revolutionised the way enterprises keep their records, especially accounting data, 
which can be recorded, manipulated, sorted, analysed, summarised and turned 
into financial statements with relative ease (Honig 1999: 14). 
Farmers must keep in mind that information for the sake of information has little 
value, and computers are only as smart as the human intelligence that designs the 
operational code (Kraft 1987: 250). Information, however, is becoming more ac-
cessible and less costly, and agricultural managers recognise the important role 
that information technology can play in improving the competitiveness of agri-
cultural organisations (Ortmann 2000: 26). 
The main reason why most companies introduced computerised accounting 
systems was to take some of the drudgery out of the day-to-day routine (Sweet 
1998: 40). Initially, only large firms could afford the big mainframe computers. Th.e 
development of the more affordable microcomputer, or personal computer, made 
it possible for even small businesses to buy a computer (Warren 1998: 271 ). 
Hence, because of the decrease in the price of computers and the development 
of specialist software, an increasing number of farm businesses now use a 
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computer system (Markham & Thornton 1999: 135). 
Although farmers now realise that IT is a powerful enabler of process innovation, 
and that it enhances the quality management and competitiveness of firms, its 
capabilities have not been fully exploited on the farm (Ortmann 1997). A survey 
by Bullock (1994: 64) makes it clear that larger farmers and farmers who value 
their own records as a source of information for financial decisions, are more likely 
to own a computer. He (1994: 65) further states that a well-designed record-
keeping system is a prerequisite for a computerised system, and that farmers who 
rate their own records highly are more likely to have established record-keeping 
systems which lend themselves to computerisation. 
Farmers must remember that the computer is simply an aid to save time and effort, 
and does not preclude keeping the basic farm records. They also need to acquire 
a basic working knowledge of the computer, its operating system and its specific 
software (Van Zyl, Kirsten, Coetzee & Blignaut 1999: 35). 
4.2.1 The need for computers on the farm and the farmer's attitude towards 
them 
According to Legacy eta/ (1984: 11 ): "The need for computers for the agricul-
turalist is part of a continuing revolution in farm and ranch technology". In the last 
two decades, increased input costs have compelled farmers to plan more 
extensively for better profits per unit of production. Farmers are confronted with 
further problems such as tax considerations, labour records, alternative enterprise 
decisions, and decisions within enterprises that are affected by weather, credit 
cost, market prices, world prices, world market demands and labour and 
machinery cost (legacy et a/1984: 13). These factors, inter alia, have intensified 
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the need to manage increased volumes of data to assist the farm manager to 
maximise farm profits. The technology for formulating cash flow budgets and other 
financial statements, for example, has advanced significantly with the develop-
ment of computerised accounting and spreadsheet ·programs (Barry, Ellinger, 
Hopkin & Baker 2000: 82). 
The personal computer is an important aid for the analysis and processing of farm 
management information, especially because large volumes of data can be pro-
cessed rapidly and complicated calculations can be done quickly and accurately 
(Van Zyl et a/1999: 35). According to Markham and Thornton (1999: 135): "The 
ability of computers to generate management and accounting information from raw 
data has advanced farm business management over the past few years". 
Farmers should have realistic expectations when they consider using a personal 
computer for the day-to-day running of their farm business (Clements 1999: 21 ). 
Even the most advanced computer and the best available software program 
cannot increase the farmer's efficiency if the input into the system is not accurate 
and complete. "Garbage in, garbage out" is true of many computer applications 
and farmers must ensure that they use their computer systems correctly. 
People are more likely to have a positive attitude towards using microcomputers 
if they perceive them as useful and easy to use (Ferguson 1997: 49). A farmer 
needs a user-friendly record-keeping system that reduces the amount of time 
taken to gather information, an expensive exercise in itself, because there is an 
opportunity cost attached to the farmer's time (Woodburn, Ortmann & Levin 1994: 
59). Time saved on recording volumes of data is then freed for other profitable 
activities or to gather additional information. According to Woodburn (1993: 1), 
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more information decreases the risk associated with decision making because it 
reduces the uncertainty of that decision. There is also a close link between 
information gathering, computer use and risk management in the farm business. 
The farmer's attitude towards computers has changed over the last few years. An 
unfounded mystique grew up around computers and many potential users avoided 
the computer for fear that its "cleverness" would show up their "ignorance" 
(Warren 1998: 272). Nowadays, more than 50% of farmers in South Africa have 
computers at their disposal (Die landbou en die Internet 2000: 59). The growth in 
the use of computers by farmers indicates that they are using technology to 
manage their business more efficiently and that they see it as an opportunity to 
become more competitive (Die landbou en die Internet 2000: 59). 
Woodburn eta/ (1994) reported that computer users on commercial farms in 
KwaZulu-Natal, regarded computers as "helpful", mainly for keeping financial 
records, business planning (budgeting), livestock record keeping and payroll 
preparation (Ortmann 1997: 20). Ortmann (1997: 27) further states that the 
adoption of computers has lagged behind the development of IT, mainly because 
many farmers believe the costs of own computer use exceed the benefits. 
The price of computers is a deciding factor when farmers are considering buying 
a computer. They wonder if they can afford it. Lennon (1995: 283) categorically 
states that the farmer "cannot afford not to computerise". She emphasises that 
competitors can make timeous management decisions based on fact, while 
farmers without a computer battle to calculate and collect all the details required 
to make accurate decisions; the former can change direction long before the latter 
have received their financial year-end reports. 
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4.2.2 The available software specifically designed for agricultural needs 
A vast variety of prewritten software packages, able to perform almost any ima-
ginable function, are available on the market. Although an organisation can deve-
lop its own s~ftware package, it saves capital outlay and time spent on deve-
lopment to buy a prewritten package and the development time will be drastically 
reduced (Wessels & Van Rooyen 1999: 175). 
Evaluation of the available software products must emphasise the farmer's need 
for holistic information to manage every aspect of the farming enterprise. It is 
essential for the farmer to conduct a formal requirement analysis. Software 
developers offer a variety of solutions, but one cannot find a solution if one does 
not first define the problem. According to Koornhof (1997: 113): 
The challenge confronting software developers, accounting prac-
titioners and accounting researchers is to develop information 
systems which utilise fully the potential of the new technology to 
efficiently and accurately record, process and report on the 
performance of organisations. The accounting system should utilise 
technology for more purposes than merely the processing of large 
volumes of conventional data. The appropriate use of technology 
should result in a major shift of emphasis from the gathering and 
processing of information to the interpretation, utilisation and dis-
semination of information. 
According to Reardon (1998: 36), one piece of software should be able to meet 
all the needs of a business manager, but he concedes that we do not live in an 
ideal world, and that a "single all-powerful piece of software does not exist". 
Accounting software packages, developed to suit local farming conditions and 
requirements, for example SimFini, have won popularity among South African 
commercial farmers (Ortmann 2000: 27). Ortmann suspects this is because these 
programs are relatively simple to use and satisfy the recording and information 
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requirements of many farmers. Maximum management results can only be 
obtained if farmers ensure that they analyse and interpret the information gained 
from using these software packages. 
The answer to the question - "which software product is best?" - is: There is no 
best. No single product will suit every need, but there are probably several that will 
suit the individual firm's specific requirements (Collins 1999: 61 ). According to 
Jones (1995: 284): "Good farm management software helps good managers to be 
even better". Before choosing computer software, it is essential to identify the 
specific needs of each farming operation. Sonka's (1983: 30) list of the "typical" 
and the correct approaches to the selection of a farm computer system are 
outlined in table 4.1. 
Table 4.1 Selecting a farm computer system 
The "typical" approach 
1 Become aware of potential for 
computer use. 
2 Acquire data about alternative 
brands of computer hardware. 
3 Decide which brand to select, if 
any. 
The correct procedure 
1 Identify your farm's information 
needs. 
2 Evaluate software available which 
fulfills those needs. 
3 Select an appropriate hardware 
system. 
Normal results of using each approach 
1 Confusion about alternative types 
of computers. 
2 Limited understanding of the 
potential for farm computer use. 
3 An uncomfortable feeling when the 
decision is made. 
Source: Sonka (1983: 30) 
1 Specification of your farm's critical 
information needs and the 
computer's role in satisfying those 
needs. 
2 Documented costs of specific 
hardware components and software 
packages to be used. 
3 A decision based on a comparison 
of potential costs and benefits of 
computer use. 
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A farmer might want to start with off-the-shelf software applications such as a word 
processor, spreadsheet software or a database application, just to get used to the 
computer {Warren 1998:273). However, for management purposes, it is recom-
mended that application programs which are specifically designed for use on the 
farm be used. Reardon (1998: 36) states clearly that "if you want software to 
perform a specialised task, you need specialist software". In the agricultural sector 
there are many different needs for specialised computer software. Apart from an 
accounting or financial software package, there may be a need for dairy, crops, 
or cattle software programs, to name but a few. These specia1ised application 
programs can be integrated with a financial program to provide a fully functional 
agricultural management package (Warren 1998: 273). 
Although all the different software programs are important for management 
purposes, the focus of this chapter is accounting or financial software. There are 
a few key questions that must be answered to ensure a thorough evaluation of a 
financial software package (Collins 1999: 61-62): 
(1) Does the software provide customisation tools? 
(2) Is the vendor financially sound and reliable? Does the vendor provide 
the technical resources needed by the organisation? 
(3) Can the product deliver the required type of financial reporting? 
(4) Will the underlying technology meet most current and future needs? 
(5) Is the product's account number structure suitable for the particular 
business? 
(6) Since e-business has become so important, does the package provide 
Web integration? 
(7) Can it handle foreign currency? 
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(8) Is it easy to use? 
(9) How much does it cost? 
The first three questions above will now be discussed in more detail. 
( 1) Software customisation. Although software customisation can be extremely 
handy, it may involve source code modification. This may be dangerous for 
the user and disadvantageous for the vendor. Farm managers with little or 
no computer experience should not try to modify software programs. A 
good alternative to source code modification is to employ built-in 
customising tools that are easy to use, for example, user-defined fields that 
allow customers to attach their own custom functions and labels (Collins 
1999: 62). The use of a "report-writer'' function is the most commonplace 
customisation capability built into products. The customer can use this 
function to create new financial and management reports or to edit existing 
formats. The format of customised forms, such as payroll checks, invoices 
and packing slips, can also be tailored for a specific customer's use. In the 
last few years, some vendors allow the user to customise input screens. 
This feature enables users to typically rename, rearrange and hide existing 
fields (Collins 1999: 63). Again, this can be dangerous if the user is 
inexperienced. 
(2) Reliability of the vendor. Continued support from a vendor is a vital factor 
in the selection of software, especially accounting software. When deciding 
on a vendor it is vital to ascertain the number of years the company has 
been in business and the number of software packages it has sold (Jones 
2000: 29). The customer must be able to rely on the vendor to supply 
updates, fix the inevitable bugs, provide support and continually enhance 
the program to run on the latest platforms and operating systems (Collins 
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1999: 64). Many vendors charge an annual licence fee to finance new 
developments and to maintain the infrastructure necessary to offer 
continuous support to customers. 
(3) Financial reporting. The evaluation of financial software products must 
include an investigation of the financial reporting capabilities of the 
program. Accounting packages can be split into three levels, namely simple 
cashbook, extended cashbook incorporating enterprise reporting and a 
double-entry system on a trading basis with stock records and extensive 
reports (Markham & Thornton 1999: 135). 
Certain features are incorporated in specialist accounting packages, especially for 
farming purposes, which may not necessarily be available in other packages. 
According to Markham and Thornton (1999: 135), some of these features can be 
summarised as follows: 
(1) All specialist farm programs have integrated sales, purchase and 
nominal ledgers; therefore, when a transaction is entered in either the 
sales or purchase ledger, the nominal, and possibly the stock records 
are updated at the same time. 
(2) Double-entry systems with stock records and balance-sheets have the 
facility to record births and deaths which are the creation and deletion 
of assets without purchasing or selling them. 
(3) A recent development is a link between accounting programs and field 
record programs. For example, when stock such as fertiliser is 
purchased through the accounts package it can be automatically 
recorded in the field records program as stock and allocated out at a 
later date. 
The investment of farmers in certain software applications will ultimately depend 
on the user friendliness of the software, the degree of back-up service that is 
available and whether or not the perceived benefits of own use outweigh the 
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associated costs (Ortmann 1997: 20). Jones (1995: 284) states that if you are a 
farmer you should not buy on price, "for then you will surely get a spade when 
perhaps you require a bulldozer". 
4.2.3 Available Internet applications 
The Internet is a collection of linked network systems that allows computers every-
where to communicate with one another. The Internet has a variety of different 
applications, some of which will be discussed in more detail. 
· 4.2.3.1 The Internet 
According to Bodnar and Hopwood (1998: 72): "The roots of the Internet go all the 
way back to the Cold War era in the 1960s, when the U.S. government sought 
ways to maintain military communications in the eve_nt of a nuclear war''. The 
Internet has grown organically and without formal organisation, but there are 
specific communication rules and a protocol which allows any machine to connect 
to the network through an Internet Service Provider (ISP) (CIMA Study Text 1996: 
289). 
Virtually any size of company, even the smallest farming business, can take 
advantage of the Internet. According to Jeremy Rasmussen, the Internet offers 
corporate users tremendous flexibility and opens the door to new forms of mar-
keting, delivery and services which can help an organisation to achieve its 
objectives (Lewin & Harris 2001: 221 ). It is clear that the Internet is probably the 
single greatest contribution to communications in the late 20th century (Lewin & 
Harris 2001: 60). 
105 
According to a recent opinion poll by Naspers, many farmers indicated that they 
consider the Internet important to their business (Die landbou en die Internet 
2000: 59). Farmers realise the advantages of being connected to the Internet and 
approximately 30% of South African farmers currently subscribe to it (Die landbou 
en die Internet 2000: 59). According to an Australian study carried out by Jim 
Groves and Jenny da Rin, Australian farmers use the Internet for an average of 
10 hours per month, as opposed to the six hours per month spent on the Internet 
by Australian townsmen (Aussie-boere "swerf' 2000: 67). This study revealed 
that the farmers use the Internet more to acquire information than to do business. 
According to Ortmann (1997: 20): "External information systems, such as the 
Internet and satellite data transmission systems, are playing an increasingly 
important role as valuable sources of information for farmers". One obstacle to the 
use of the Internet on South African farms is the traditional telecommunication 
service. However, early Fiorina from Hewlett-Packard, a hardware computer 
company, has spearheaded an initiative that will see Hewlett-Packard developing 
systems to make small farms more efficient. They envisage, for instance, low-
power or solar-powered devices that will connect to the Internet through cellular 
networks or satellite (Mcleod & Planting 2001: 11 ). M-Web's Siyanda Satellite 
Services have successfully loaded information onto a satellite, from where it can, 
via a farmer's sateltite-dish, be downloaded to his or her personal computer (SA 
boere gereed 2000: 54). 
4.2.3.2 Web pages and electronic fund transfers 
Many farming businesses have established Web pages to market their products 
and to provide useful information on their business activities. These Web pages 
can be located by means of a Web browser. A browser is a piece of software that 
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allows one to access and search the Internet. It is normally provided by the user's 
personal computer operating system or his or her Internet Service Provider (ISP) 
(Lewin & Harris 2001: 61 ). 
Through the Internet, producers will be able to undertake marketing from their 
farms, safe in the knowledge that they have sufficient up-to-date, accurate and 
reliable information on which to base decisions (The information era 1998: 5). A 
farmer can obtain information, via the Internet, from suppliers of products, such 
as farm implements, fertiliser, seed, irrigation and even financing. These products 
can be bought and payments can be made via the Internet, by means of electronic 
funds transfers, from the comfort of the farmer's home or office (Agriculture and 
the Internet 1999: 3). 
Farmers can even reach global markets and market their own products or services 
globally through the Internet. According to Redmayne (2001: 27): "The aim of 
smaller businesses is not finding new markets but reducing transaction costs and 
improving business relationships". He also feels that forward-looking smaller 
businesses should therefore use the Internet to build long-term mutually beneficial 
relationships with customers and suppliers (Redmayne 2001: 27). Game farmers, 
for example, can use the Internet and a properly designed Web page to reach 
international hunters and tourists. 
An example of a complete electronic service to the South African farmer is the 
website, Agri24.com. On this site, farmers can, inter alia, view agricultural news 
and obtain marketing information, financial services and information on ecotourism 
and agricultural research. This site compares quite favourably with international 
websites such as the American eHarvest, Agriculture Online and Farmbid.com, 
and Australia's Farmwide site (Bezuidenhout 2000: 34). 
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4.2.3.3 Precision agriculture and cyberfarms 
Two new buzz-words have hit the agricultural sector. The one is precision 
agriculture and the other is cyberfarms. On-line farmers with the potential for an 
information-intensive and communications-intensive farm can be regarded as 
cyberfarmers. According to Sonka and Coaldrake (1996: 1263): "Even though 
precision agriculture receives considerable attention, it seems equally com-
monplace to read industry publications extolling agriculture's entry into the 
information superhighway, commonly known as the Internet". 
Although precision agriculture has the capacity to capture large amounts of 
detailed data on farm operations, it is critical, in order to maximise decision-
making potential, to be able to communicate, manage and interpret that data. In 
the cyberfarm world, data from the operations of precision agriculture would be 
manipulated and shared through on-line tools (Sonka & Coaldrake 1996: 1266). 
Cyberfarmer, John Reifsteck, believes that the Internet will break down some of 
the geographical barriers and stereotypes that exist between urban centres and 
the farm (Sonka & Coaldrake 1996: 1264). 
4.2.3.4 Electronic mail 
The Internet is not only a huge information source, but also provides the transport 
mechanism for electronic mail (e-mail), the transfer of computer files, remote 
computer access and even allows for voice "telephone" calls (Eccles et al2000: 
135). Farmers, especially those living in remote rural areas, can communicate 
over long distances in a very short time and at a low cost via e-mail (Die landbou 
en die lnternet2000: 56). Clements (1999: 21) comes to the conclusion that e-mail 
is making inroads into the arena of the traditional postal service which is, 
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according to him, referred to as "snail mail" by Internet users. 
According to a survey conducted by Anthony Brown among maize farmers in 
South Africa, 82% of the respondents claimed that they use the Internet mainly to 
send and receive e-mail (Mieliebielies ploeg op die Net! 2000: 53). The Groves 
and da Rin survey among Australian farmers, likewise revealed that they use their 
e-mail facilities mostly to communicate with other farmers or to correspond with 
agricultural extension officers and family (Aussie-boere "swerf' 2000: 67). 
4.2.3.5 Internet reporting 
The Internet makes financial information available more rapidly and in an under-
standable format. Many public companies use their websites to distribute a wide 
variety of financial information (Petravick 1999: 32). Although farmers in general 
do not yet use the Internet to report their financial results, they do use it to acquire 
information on every conceivable facet of modern agriculture (Agriculture and the 
Internet 1999: 3). The Internet offers farmers a wide range of opportunities, it is 
cost-effective and gives them the necessary freedom to achieve long-term goals 
(Agriculture and the Internet 1999: 8). 
4.2.4 The training requirements for using the computer 
There is an old saying "knowledge is power'', but the latest growth point in IT is 
knowledge management (Konig 2000: 12). Dr Andre Louw, from ABSA, says that 
most farmers realise that they cannot farm efficiently without knowing what is 
going on in the marketplace, and that many farmers have bought computers and 
have done the necessary training in order to use them meaningfully. He pointed 
out that those farmers who do not feel at home with computers send their spouses 
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to the courses (Van Zyl1999: 26). Herbst and Erickson (1989: 286) recommend 
that farmers should select one program at a time and master it before moving on 
to another. 
According to Ortmann (1997: 27), computer users have expressed a need for 
more education in the effective use of computers. He feels that "Many of the 
information systems being developed for use in solving agricultural problems are 
relatively complex and would probably be operated mainly by experts or advisors". 
Fortunately, there has been a move towards more user-friendly agricultural appli-
cations. Farmers are attending more computer courses and seminars because 
they know it is imperative to acquire the skills and knowledge necessary to use 
their computer programs efficiently. 
A computer system should not be implemented on the farm only to generate 
information. The real benefit of a computer system will only be realised once the 
information produced by the system is put to good use. Markham and Thornton 
(1999: 137) are of the opinion that it is vital for the farmer or farm manager to 
receive adequate training in the operation of the software to enable him or her to 
make optimal use of it. 
Ortmann (2000: 33) recognises that the lack of education in the effective use of 
information technologies is one of the reasons why the potential of IT has not 
been fully exploited. He feels that there is a need for effective educational 
programs (involving courses, workshops and telephone support) to be developed 
for farmers who wish to adopt modern information systems. 
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4.2.5 The use of computer reports for management purposes 
Gurton (1999: 42) states that you need business intelligence tools if you want to 
make the right business decisions and that "There is no point in gathering 
gigabytes of data if you can't turn it into information, it is equally pointless to 
create volumes of information if it cannot be interpreted and delivered to those 
who need it, in a readable, digestible form". 
It is pointless to gather and update financial and production information if the farm 
manager does not use it to make sound economic decisions. Different reports can 
be produced by the computer, but if these reports are not analysed and used to 
plan the farm business, the time involved in doing so is wasted. The computer 
transforms the labourious manual preparation, recording and processing of 
business transactions into high-speed information-processing systems, which 
leaves more time and energy to analyse the information produced by the system 
(Eccles et a/2000: 439). 
According to Markham and Thornton (1999: 131 ): "The degree of financial 
management in farming business varies considerably from the basic statutory 
requirements to sophisticated computerised systems". The printing of traditional 
financial statements, as required by the Companies Act 61 of 1973, as amended, 
the Close Corporation Act 69 of 1984, as amended, and generally accepted 
accounting practice (GAAP), should not be regarded as the optimal source of 
management information for the farmer. On the contrary, the farmer needs 
management accounts, with relevant and understandable information, that can 
be printed timeously. 
J 
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A computerised system should be able to print reports on the performance of the 
different enterprises on the farm, and even compare the actual amounts with 
budgeted amounts, and print the variances. A value added tax (VAT) report should 
also be available on a monthly, two-monthly or six-monthly basis. Apart from an 
income statement, balance sheet and cash flow statement, the farmer also needs 
detailed printed information on inventory, accounts receivable and accounts 
payable, labour records, machinery records and physical production records (Van 
Zyl et a/1999: 35). 
A complete computerised financial system will provide the farmer with all the 
above-mentioned statements and certain customised management statements as 
well. In addition, farmers need a comprehensive asset register with cost price 
values, market values and taxation values. According to Barry et a/ (2000: 45): 
"Market valuation is beneficial with security valuation and current wealth 
measurement, while cost-basis valuation is useful for maintaining consistency 
among financial statements over time and for measuring business contributions 
to growth in net worth". 
Farmers should use their computer printouts for management purposes and not 
only for taxation purposes or to obtain credit from a lender institution. According 
to Reardon (1998: 36) traditional accounting systems "are weak in the areas of 
planning, analysis and reporting", but irrespective of the kind of information 
system in use, it is imperative to ensure that the system meets the reporting 
requirements of the particular business. 
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4.3 THE USE OF A QUALIFIED ACCOUNTANT BY THE FARMER 
For management purposes it is necessary to distinguish between a chartered 
accountant and an accountant. Farmers should determine if they need the 
services of a chartered accountant or a management accountant, or both, or, if 
they can in fact exclude the services of one or the other. 
4.3.1 The use of an accountant for financial accounting purposes 
The Companies Act 61 of 1973, as amended, stipulates that the directors of a 
company must have audited annual financial statements prepared at the end of 
each financial year. Companies therefore, require the services of a chartered 
accountant. Any other form of business enterprise may also use the services of 
chartered accountants, but they are not under a legal obligation to do so. 
Accounting firms offer services, including auditing, income tax and management 
consulting, on a fee basis to the public (Horngren, Sundem & Elliott 1996: 24). 
According to Eccles eta/ (2000: 440): "If accountants and auditors, as financial 
and managerial information specialists, are to maintain control of their discipline, 
they will have to move beyond competence in accounting alone". 
Public accounting firms vary in size from small proprietorships to gigantic firms, 
and in the type of accounting services performed (Horngren et a/1996: 24). Some 
firms specialise in agriculture. According to Cam Crawford, a chartered 
accountant: "Agriculture is what our clients do and what we understand and do 
best, clients come to you for your experience, not just your technical ability to 
prepare accurate financial statements and tax returns" (Middlemiss 1999: 18-19). 
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Australian farmers recently acknowledged the role of the accounting firm in 
assisting them to solve their general sales tax (GST) problems. Blondell (2000: 
25) reports as follows: "There will be critical business considerations and 
decisions that will need to be made and farmers will depend on their accountants 
and advisers to provide them with accurate and practical assistance". In South 
Africa, many farmers use the services of financial accountants, especially for VAT 
and other taxation problems. 
Financial accountants should play a more prominent role in business by providing 
insights and advice to enable farmers to realise continued growth and profitability 
(Messmer 2001: 20). With the use of computers and the Internet, traditional 
services rendered by financial accountants will continue to be complemented by 
nontraditional ones such as technology consulting, assurance services and e-
commerce consulting (Messmer 2001: 20). 
Accountants, whose offices are far away from the farms, can use the Internet to 
release financial reports more timeously for their clients to make sound manage-
ment decisions. Armstrong (1998: 76) feels that financial reporting must catch up 
with the real world, and that the Internet now makes it possible to have financial 
information sooner and in formats more sophisticated than the raw numbers. 
4.3.2 The use of an accountant for management purposes 
Accountants need to have an overall understanding of all aspects of a business 
and the environment in which it operates (Eccles et a/ 2000: 440). In order to 
make management decisions, accountants must know which decision models are 
appropriate for certain analyses. Moreover, the reports they produce must reflect 
this knowledge, and they must know what outputs are required when they design 
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these reports (Eccles et a/ 2000: 441 ). To be successful, the management 
accountant with rural clients should acquire a feel for the farming environment in 
which they operate. 
According to Markham and Thornton (1999: 61 ): "Traditionally many farmers see 
the role of their accountant as minimising any tax payable and books and records 
are often presented as late as possible in order to defer any tax bill". According 
to these authors, this is a lost opportunity to both the farmer and the accountant. 
The accountant should rather use his or her skills to help the farmer interpret the 
financial results and to provide guidance on the management of the farming 
business. Messmer (2001 : 20) further feels that with the rise of integrated systems 
and the growth of e-commerce, the technical expertise of the accountant will go 
hand in hand with general business knowledge. 
Farmers sometimes use customised financial and other computer software pro-
grams to manage their farming businesses. The accountant must become 
knowledgeable about the programs used by the farmer. Accdrding to Eccles eta/ 
(2000: 442): "An accountant's ability to plan and manage business operations 
depends largely on his or her knowledge of the available technology". 
Management accountants must prepare accounts in gross margin format in order 
to itemise the relative margins between the enterprises, and to familiarise 
themselves with the production cycles of their client's farming business (Markham 
& Thornton 1999: 62). The same author recommends that, if a farmer uses an 
outside accountant to prepare annual accounts or monthly management accounts, 
the accountant must prepare a list of the books and records required to complete 
those accounts. The integrity of the financial results produced by the accountant 
depend on the completeness of the information provided by the farmer. 
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4.4 THE USE OF AN AGRICULTURAL FINANCIAL BUREAU OR THE 
APPOINTMENT OF AN ACCOUNTANT FOR MORE THAN ONE 
FARMING ENTITY 
The use of an agricultural financial bureau can be regarded as a form of 
outsourcing. According to Eccles et a/ (2000: 348): "Outsourcing involves using 
an external company, which specialises in the provision of certain information 
systems services, for specific information systems tasks within the organisation". 
There are various reasons why a farmer may choose to outsource financial 
information management. He or she may prefer to focus on the core business 
activities of the farm. Outsourcing allows him or her access not only to new 
technologies, without the attendant capital outlay and technological obsolence, 
but also to highly skilled specialists (Eccles et a/ 2000: 349). Computer bureau 
services shift the burden of time-consuming computer usage from the farm to the 
bureau, and free more time for the farmer to spend on other farming activities (De 
Villiers 1989: 120). 
A computer bureau service can therefore be extremely useful to the farmer for 
financial management purposes. This service is usually, offered by an accountant 
or specialist consultant. The farmer sends information to the bureau, where it is 
processed by the bureau's computer, and the results are sent back to the farmer 
(Warren 1998: 272). In practice, this can be achieved in several ways, for instance 
(Markham & Thornton 1999: 137): 
(1) A farmer can complete specialised computer input sheets, post them 
to the bureau service provider to be recorded on computer and they 
can be posted back to the farm. 
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(2) Some computer bureau assistants have portable or laptop computers 
which they take to various farming businesses to carry out the work on 
site. 
The bureau system allows the farmer to obtain management accounts for enter-
prises and complete businesses with little effort on his or her part, without the cost 
of ownership of a computer and without the need for anyone in the farm business 
to be knowledgeable in the use of computers. However, bureau service fees are 
likely to be costly, and the farmer loses the flexibility of being able to process 
information when needed, and in the specific form required by the farm manager 
(Warren 1998: 272). 
Farmers can initially employ the bureau system as a helpful entry point into the 
use of computers (Markham & Thornton 1999: 137). With the decline in the price 
of computers, more organisations are able to afford their own computers and 
information system, with the result that financial bureaus are being used less 
frequently (Wessels & Van Rooyen 1999: 177). Financial bureaus therefore need 
to broaden their services and shift towards becoming consultants who provide a 
more extensive management service with experts in the field of finance, labour 
and taxation (Wessels & Van Rooyen 1999: 177). 
Another form of outsourcing their financial information needs is when several 
farmers appoint one accountant for more than one farming enterprise. This kind 
of practice has the advantage of shared costs regarding the accountant's remu-
neration, the use of only one office, one computer and one software package but 
with more than one data set (Bodnar & Hopwood 2001: 545). The cost centres are 
usually set up in the same way for all the participating farmers and, if they wish, 
they can compare results. Another advantage of having a central office with one 
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accountant is that procurement of certain products and services is done through 
the central office. The higher volume of products purchased collectively by the 
farmers gives them better bargaining power to negotiate lower prices. 
4.5 STUDY GROUPS 
Study groups operate on much the same principle as financial bureaus. The 
difference is that farmers with a similar interest become members of a specific 
study group. The main purpose is for members of the study group to share 
knowledge and compare production and financial results. 
Study groups do not necessarily concentrate on the financial aspects of the 
farming enterprise. Their main focus is the shared activity of the study group, 
which could be dairy farming, crops or pasturage. This affords the farmer the 
opportunity to decide if the financial information provided by the study group is 
comprehensive and accurate enough to make informed financial decisions. 
Agricultural extension officers can also assist these study groups, and provide 
financial and management aid to members of the study groups through the 
Internet without the need to attend meetings or to visit the individual farms (Van 
Zyl 1998: 36). 
4.6 THE PROBLEM OF INFORMATION OVERLOAD IN FARM 
MANAGEMENT 
It is true that there are limits to the amount of information that the human mind can 
118 
effectively absorb and process. According to Romney and Steinbart (2000: 17), 
"information overload occurs when those limits are passed". They also feel that 
information overload reduces the value of information, because the decision-
making quality of the information declines even as the cost of providing it 
increases. In the event of an information overload, the manager confronted with 
vast amounts of information is likely to ignore some, or even all, ofthe information 
presented to him or her (Bodnar & Hopwood 2001: 579). Farmers tend not to read 
lengthy reports and much prefer reports that are concise and relevant. 
An important attribute of the way information is presented is that it should be 
succinct. For planning and control purposes, a farm manager typically prefers a 
one- or two-page report that highlights any difficulties. Psychology has shown that 
the human mind can only process three or four variables at a time, and when more 
than three or four variables are present, information overload can occur (Bodnar 
& Hopwood 2001: 579). 
Farmers are inundated with a variety of agricultural, technical and business 
publications, as well as information acquired through the Internet. Since a great 
deal of this information cannot be digested in the limited time available to the 
farmer, or he or she cannot use this information economically, it can lead to 
information overload and even to "misinformation" (Ortmann 1997: 28). 
4.7 SUMMARY 
It is clear that farmers have to operate in an ever-changing socioeconomic and 
political environment. The cost of taking the wrong decisions, or of not taking 
action, can be great. With the help of computers, farmers can acquire the 
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information they need to assist them to keep abreast of the changes that affect 
them. 
Farmers now realise that computers and a specialist software program can play 
an indispensable role in agriculture and that in future, it will be difficult to succeed 
without them. Farmers use their computers to keep financial and production 
records, manage their employee information and to communicate with customers, 
suppliers and other farmers. There is no doubt that the attitude of today's farmers 
towards computers has changed and that they see the use of information techno-
logy as an opportunity to become more competitive. 
Besides using the computer for farm management purposes, South African 
farmers can also make excellent use of the Internet to obtain information and as 
a tool to compete in the glo~al market. Network companies have as their goal the 
provision of affordable access to the Internet to all users worldwide. The Internet 
is therefore regarded as the medium through which millions of people, including 
farmers, will in future, manage their businesses. 
Accountants offer a wide variety of financial services to the farmer. The farmer 
must, however decide if he or she needs an accountant for financial accounting 
purposes or for management purposes. Some farmers may even prefer to use an 
agricultural financial bureau to handle all their financial and management needs. 
Another form of outsourcing their financial information needs is when several 
farmers appoint one accountant for more than one farming enterprise. Although 
study groups operate on much the same principle as financial bureaus, study 
groups' main purpose is to share more than financial knowledge but rather to 
compare production results. 
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With all the above-mentioned methods of acquiring financial and other information 
farmers may find that they are inundated with it all. Information overload reduces 
the value of information. Information should be accurate and complete, but it 
should also be presented to the user in a concise format. 
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5.1 INTRODUCTION 
As discussed in the previous chapters, it is management's responsibility to ensure 
that financial information is presented to all users in such a way that it is useful for 
economic decision making. Because of social, political, economic and techno-
logical changes, management and financial accounting face a number of 
challenges in the 21st century (Koornhof 1997: 1 05). A press report on the new 
King Report, states clearly that in future, companies have to report on financial as 
well as social and environmental issues (Van Zyl 2001: 3). The way in which farm 
businesses are run has also changed - to such an extent that nowadays one can 
refer to a "new" agriculture (Van Zyl, Kirsten, Coetzee & Blignaut 1999: 2). This 
"new'' agriculture also has to be reported on. 
In order to make sound economic decisions, the financial reports of a business 
should not only reflect historical events and costs, but should also give an indi-
cation of the future expectations of the business. Penn (1999: 35) is of the opinion 
that, while accountants "may not be able to predict the weather, they can prepare 
useful financial forecasts and projections". Farmers tend to avoid financial 
predictions because they encounter so many variables in their business, but in 
order to become and remain competitive, it is essential to acquire a futuristic 
outlook in agriculture. 
As indicated in chapter 2, the farm business operates in an economic environment 
and there are a number of stakeholders with a vested interest in the current and 
future existence of the farm. One of the important stakeholders in the farming 
business is the farm employee. According to Erasmus and Hough (1995: 32), 
commercial farmers act mainly as farm managers and should therefore not only 
possess personal competence, but should also equip their labour with knowledge 
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and competence. These employees are also entitled to limited financial 
information on the farm business where they are working. This trend of reporting 
financial issues to employees is called employee reporting. 
Another new trend in financial reporting, namely socioeconomic reporting, is 
becoming increasingly important in the agricultural sector. According to Clark 
(Ruttan 1992: 27): "agriculture has been the sector primarily affected by 
environmental change around the world over the last several centuries". Ruttan 
(1992: 177) emphasises that there is growing concern about the impact of a series 
of resource and environmental constraints that may seriously impinge on the 
agricultural sector's capa~ity to sustain growth in agricultural production. A related 
concern is that these constraints are not reflected in the financial reports of the 
farm business. 
Internationally, there is a trend towards broader accountability and a need for 
reporting to fulfil the needs of each class of stakeholder (Andersen 1994). Since 
1994, the South African government has withdrawn financial support for the 
commercial farming sector and has focused increasing attention on supporting 
small-scale farmers (Ortmann 2000: 32). 
5.2 FUTURE-ORIENTED INFORMATION FOR DECISION MAKING ON 
FARMS 
According to Saenger (1991: 70): "A future-oriented approach to financial 
reporting entails the reporting, supplementary to traditional historical financial 
information, of any information relating to the future of a company to facilitate 
external users' assessment and evaluation of the future prospects of the com-
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pany". It is important to note that future-oriented financial information does not 
replace the traditional annual financial statements, but is merely an extension of 
those statements (Saenger 1994/95: 24). 
Future-oriented information, or prospective financial statements, provides a 
glimpse into the future by forecasting potential business outcomes. According to 
Penn (1999: 35): "Lenders, investors and management frequently have questions 
about a company's future that can be answered only by such statements". These 
prospective financial statements can help a business to establish both short-term 
and long-term financial goals. Lenders require them when a business endeavours 
to borrow money, while investors use them to assess the potential of a business 
venture (Penn 1999: 36). 
According to Saenger (1991: 89), future-oriented information must be based on 
certain criteria, and should be: 
(1) free of bias 
(2) supportable so that it can be independently corroborated 
(3) relevant to the type of decision that will be made 
(4) as complete as possible 
(5) comparable with actual results for that or a previous period 
(6) understandable 
(7) provided timeously 
(8) practical to prepare. 
It is essential to ensure that the expected benefits should also exceed the 
preparation costs. This future-oriented information can be presented in the form 
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of a prospective balance sheet, an income statement and a statement of changes 
in financial position (Saenger 1991: 91-92). 
Farmers often have to apply for external finance. The financial institutions require 
a financing plan or financing policy pased on the nature and extent of the capital 
requirements and profit expectations of the farm business (Van Zyl et a/ 1999: 
218). To obtain the necessary credit, the farmer or the farmer's accountant must 
prepare future-oriented financial statements such as a cash flow budget, balance 
sheet and income statement for a future date. According to Van Zyl et a/ ( 1999: 
223): "The purpose of this type of forecast is to determine the capital requirements 
of the business, expected profit figures, financial ratios, creditworthiness and 
repayment ability". 
Future-oriented financial information should, however, not only be available to 
obtain credit facilities, but should also be used to do capital investment, labour 
and production projections. If a farmer intends to attract outside investment it is 
imperative to provide this kind of information to potential investors. Barry, Ellinger, 
Hopkin and Baker (2000: 67) are of the opinion that "financial projections provide 
financial information regarding future profitability, liquidity, and solvency as well 
as projections on cash flow''. 
5.3 EMPLOYEE REPORTING IN AGRICULTURE 
Labour is one of the most difficult resources to manage, and to do it well, the 
farmer needs to transform himself or herself from a general farm manager into a 
personnel manager. According to Calkins and DiPietre (1983: 294), the farmer 
must "become a skilled psychologist, actor, teacher and at times even staff 
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sergeant, because labour is a psychological as well as physical input". Personnel 
management involves the functions of acquisition, training, motivation, compen-
sation, discipline and compliance. The farmer must utilise labour efficiently 
because labour productivity varies among individuals. Labour is a major farm 
expense, and the farm manager must balance the supply and demand of labour 
on a seasonal basis (Calkins & DiPietre 1983: 305). If profits are to be maximised, 
it is essential that each farm maintain the correct balance between humans and 
machines, and it should be kept in mind that more machines do not always reduce 
labour costs (Buckett 1981: 165-166). 
According to the King Report, employees are contractual stakeholders of the 
business. The major concern of the employees, especially in the agricultural 
sector, is the farm's ability to continue as a going concern. Blumberg (1996: 7) is 
of the opinion that employees and trade unions are interested in information about 
the stability and profitability of their employers. They also need information which 
enables them to assess the ability of the enterprise to provide remuneration, 
retirement benefits and employment opportunities. 
Agriculture in South Africa is a huge provider of employment in the rural areas. 
According to Statistics SA, 40% of the more or less 3,3 million labourers in the 
rural areas were formally employed by the agricultural sector (Van Zyl 2000: 28). 
As early as 1997, South African agriculture employed 900 000 full-time and about 
1,3 million part-time workers (SA Focus: Agriculture 1997). Many of these farm 
workers also receive benefits such as housing, accident and disability insurance 
and medical aid, over and above their salaries (SA Focus: Agriculture 1997). 
According to an article published in January 2001, salary and wage payments 
were at 19,3% of total farm cost (Focus on your bottom line 2001: 1 ). Since farm 
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labourers are becoming important role players in agriculture, farmers will have to 
keep proper records of all their employee expenses and reflect these expenses 
in their annual financial statements. 
According to a survey by Woodburn among commercial farmers in KwaZulu-Natal, 
it is clear that labour management was expected to be the most difficult 
management problem from 1993 onwards. This expectation proved accurate, and 
farmers are currently experiencing pressure from labour unions, from the govern-
ment in the form of labour legislation, and from farm labourers themselves. Many 
farmers, however, indicated in the same survey that they regarded labour 
management as an important management opportunity, and most of them looked 
forward to improved production efficiency in order to establish a more diversified 
farming operation (Woodburn 1993: 89). 
Labour records form an integral part of a comprehensive farm record-keeping 
system and should include details such as service contracts, wages received, 
rations, medical costs and workmen's compensation. With the introduction of new 
labour legislation it is also vital to record the number of labourers, loans, debts, 
leave and absences (Van Zyl et a/1999: 50). 
Farmers and their employees are covered by the Employment Equity Act 55 of 
1998 and the Basic Conditions of Employment Act 75 of 1997 (In on the Act 2000: 
4). The Skills Development Levy, introduced under the Skills Development Act 97 
of 1998, requires farmers to pay a percentage of their total salaries and wages 
over to the Receiver of Revenue who, in return, pays it over to the Primary 
Agriculture Sector Education and Training Authority (PAETA). The employer can 
eventually claim a portion of the levy as a grant, if the employer adheres to certain 
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criteria, in order to e<;:iucate and train the labourers on the farm (Van Niekerk 2000: 
4 ). The new labour legislation places an enormous record-keeping burden on the 
farmer. 
The South African Agricultural Union stated that labour discussions by politicians 
should be based on facts, especially when it comes to the remuneration and costs 
of farm labourers (SMU to discuss facts 1999: 1 ). From the above-mentioned it 
is clear that farmers have a number of expenses relating to their employees. It is 
therefore high time that farmers categorise these costs under the appropriate 
headings in their financial statements, in order to disclose their personnel 
expenses accurately. 
The additional administrative burden of keeping proper labour-related records 
can be reduced with the computer software programs specially developed for the 
farmer who must keep the necessary information on labour issues. Some of these 
programs even include the compilation of service contracts and also make 
provision for seasonal labourers. 
In conclusion, enterprises should provide information on their financial activities 
to employees for the following reasons (Erasmus 1998: 4): 
• It would assist employees in determining their job security. 
• It demonstrates reasonableness in the distribution of profits. 
• It would enable employees to achieve greater insight into the 
financial position of the enterprise. 
5.4 SOCIOECONOMIC REPORTING IN AGRICULTURE 
Smit and Cronje (1992: 43) comment as follows: "Man is a product of his society: 
as a member of a particular community, nation or population group he adopts the 
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culture of that society, that is he learns its language, values, faith, expectations, 
laws and customs". The community and political parties exert pressure on 
businesses to be socially responsible - in other words, to act responsibly in the 
environment in which a business functions by continually considering the 
consequences of its decisions and actions (Smit & Cronje 1992: 44). The influence 
of society on business operations has numerous implications for the products, 
markets and accountability of the organisation. In this regard, Erasmus (1998: 2) 
emphasises the following: "Enterprises which are characterised as socially 
responsible are in a position to enhance public confidence in both their products 
and management". 
Society demands greater transparency and accountability from enterprises about 
their nonfinancial affairs, and this information should be reflected in their financial 
reports (Everingham & Kana 2000: 1 02). Rural communities in South Africa are 
currently characterised by economic and environmental deterioration. According 
to Feenstra (2001: 8): "Sustainable agriculture presents an opportunity to rethink 
the importance of family farms and rural communities". The same author is of the 
opinion that sustainable agricultural practices and policies can help foster 
community institutions that meet employment, educational, health, cultural and 
spiritual needs. 
The agricultural environment is complex and dynamic and has a high level of 
uncertainty (Smit & Cronje 1992: 49). There are many variables in agriculture and 
the nature of those variables is continually changing, especially as a result of 
climatic, political and market-related changes as well as changes in the safety and 
security of the farming community. According to a paper presented by the Uni-
versity of California's Sustainable Agriculture Research and Education Program, 
agriculture has changed dramatically, especially since the end of World War II, 
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for example: "Food and fibre productivity soared due to new technologies, 
mechanisation, increased chemical use, specialisation and government policies 
that favoured maximising production" (Feenstra 2001: 1 ). Although these changes 
have had many positive effects in farming, there have also been significant costs 
such as topsoil depletion, groundwater contamination, the decline offamily farms, 
continued neglect of the living and working conditions of farm labourers, 
increasing costs of production and the disintegration of economic and social 
conditions in rural communities (Feenstra 2001: 1 ). All these changes have 
financial implications which must be disclosed in the financial and management 
reports of the farming business. 
According to Erasmus (1998: 2): "Traditional external reporting does not provide 
a complete picture of the enterprise's activities and that more information should 
be made available to interest groups, to enable them to determine the influence 
of the enterprise's activities on the community". Socioeconomic reporting may 
include social responsibility reporting, environmental activities, human resources 
or charitable activities. The influence of two of these activities on the agricultural 
enterprise wi II be discussed under separate headings, namely social responsibility 
reporting and environmental reporting. 
5.4.1 Social responsibility reporting 
Socioeconomic accounting orders, measures and discloses the impact of the 
interactions between the business and the social environment in which it operates 
(Belkaoui 1992: 434). According to him (1992: 434): "Socioeconomic accounting 
is an expression of a corporation's social responsibilities and a new call for 
general corporate accountability". There are growing demands upon companies 
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to assume a wider social responsibility, partly because governments are retreating 
from, or can no longer shoulder, their earlier responsibilities (Sharma 1999: 52). 
Social reporting evolved over several decades and is likely to play an increasingly 
important role in financial reporting for years to come (Adams, Hill & Roberts 
1998: 1-2). Every business operates in a geographical and social environment 
with which it interacts, and to which it has, at the very least, moral obligations, 
albeit not yet legally enforceable obligations. According to Defeo and Falk (1998: 
196), market forces will determine the characteristics of social responsibility 
disclosure, when the disclosures are voluntary. Firms will provide social 
responsibility data in response to the demands of users only when it is in their 
economic interest to do so and when the benefits resulting from the disclosure 
offset the costs involved (Defeo & Falk 1998: 196). 
Some companies issue a separate social report and as the chairperson of such 
a company stated: "We also believe that there is value to be created in 
maintaining a sound reputation as a company that behaves with integrity and that 
takes a holistic view of its role in society" (Perrin 1999: 38). The publication of 
corporate social reports has steadily increased and, according to a principal 
consultant for social accountability at KPMG, the three main causes of companies' 
interest in social reporting are reputation, progression and business drive (Perrin 
1999: 38). 
The farming community is under constant scrutiny in their relationship with their 
labourers and the social environment in which they operate. In many instances 
farmers actually contribute a great deal to their immediate society in the form of 
education, recreational facilities and even medical services on the farm. According 
to Van Zyl (2000: 28), it is estimated that there are approximately 4 000 farm 
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schools which provide education to thousands of children, and that the commercial 
farmer contributes substantially to this kind of school education. Farmers should 
disclose the costs of the farm schools, soccer fields, television halls and clinics on 
their farms. Some of these facilities are used not only by labourers, but also by 
their families, the families of neighbouring farms and other homesteads. 
The Land Bank of South Africa also introduced a Social Discount Product, which 
provides incentives for existing and new clients of the bank to initiate development 
projects with previously disadvantaged communities resident on their farms, or in 
surrounding rural communities (Land Bank 2001 ). Seven categories of develop-
ment projects are supported by the Social Discount Product: 
(1) farm worker retirement planning 
(2) farm worker training 
(3) farmer to farmer mentoring 
(4) farm worker housing and service provision 
(5) farm education (children and adults) 
(6) farm livelihoods 
(7) farm worker ownership projects 
The incentive given by the Land Bank for these projects takes the form of a 
discounted interest rate on an existing or new loan held with the Bank, which is 
provided in the form of an annual rebate, depending on the progress of the project 
(Land Bank 2001 ). 
Some farming enterprises operate as registered companies and have to comply 
with the legislation and corporate governance requirements applicable to 
companies. Archer (2000: 1 09) is of the opinion "that a company that behaves in 
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a thoroughly sustainable manner - ie, one that is environmentally, socially, 
ethically and economically responsible, with an eye on the future- will outlive a 
company that runs itself for today". The challenge lies in finding a way to reflect 
this in the annual reports. 
5.4.2 Environmental reporting 
Time Magazine published a special issue in 1997 entitled "Our Precious Planet", 
in which the environmental liabilities of the past and present are summarised as 
follows: 
Our grandchildren may have access to conveniences that further 
reduce the drudgery of everyday life, but they will also inherit a planet 
with less than 20% of its original forests intact, with most of the readily 
available freshwater already spoken for, with most of the wetlands and 
reef systems destroyed or degraded, and much of the arable land 
under plough. They will inherit a stressed atmosphere and an 
unwant~d legacyoftoxicwaste in the soil and water (Visser 1998: 13). 
Some farmers mistakenly assume that their industry need not be as concerned 
about the environment as other industries are. Although farmers do not neces-
sarily produce the same amount of artificial chemical compounds containing 
chlorine, or contribute significantly to air pollution, they do contribute to the assault 
on the earth's natural resources. For example: 
Huge areas of the earth's surface that were naturally clothed in forest 
vegetation have been intentionally cleared. Elsewhere, huge tracts of 
natural grassland have been replaced with monospecific strands of 
agricultural food crops such as maize and wheat. Very few of these 
manmade ecosystems are generating soil at rates equal or greater 
than their rates of soil erosion (Macdonald 1997: 3). 
The Institute of Chartered Accountants in England and Wales, states that environ-
menta/liabilities arise when an entity has an obligation, or is otherwise committed, 
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to incur future expenditure to prevent, reduce or repair environmental damage 
(Visser 1998: 14). On the one hand, environmental liabilities are only one aspect 
of the whole issue of environmental accounting or environmental reporting. On the 
other, according to Blignaut (1995: 23), environmental accounting is "the act of 
ascribing a value, or a monetary unit, to what was previously conceived as free (or 
as unimportant) - the environment and natural resources". 
Environmental accounting falls under the umbrella of the newly emerged field of 
accounting for sustainable development (ASD) (Feltmate 1997: 9). One of the 
ingredients of sustainable development is the measurement or quantification of 
nature as an asset - hence one of the fundamental building blocks of sustainable 
development is environmental accounting (Biignaut 1995: 57). The term 
"sustainable development" was first coined in 1987 in the Brundtland 
Commission's Report, "Our Common Future", and is defined as a way "to meet the 
needs of the present, without compromising the ability of future generations to 
meet their own needs" (Feltmate 1997: 9). According to Blignaut (1995: 38): 
"Accounting for the environmental decay is an absolute necessity in order to 
assess the full consequences of the economic process". 
Conservation appeals in farming areas often seem to fall on deaf ears, because 
farming communities see production of food as their priority and not necessarily 
the conservation of the natural vegetation or animals of the area (Environmentally 
conscious agriculture 1999: 1 O).Some organisations, however, contribute greatly 
to conservation, specifically in the agricultural sector. WWF-SA is addressing the 
conflict between the production of food and nature conservation through its 
innovative community-based agricultural development projects in the Eastern 
Cape. These projects aim to encourage farmers to employ sustainable agricultural 
methods that will result in better management of the natural resource base, and 
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at the same time improve the quality of life of the rural communities involved 
(Environmentally conscious agriculture 1999: 1 0). 
During the first decade of the 21st century, almost all increases in world food 
production will have to come from higher yields, that is, increased output per 
hectare. The demands that the developing economies will place on their agri-
cultural producers, owing to growth in per capita consumption, will be exceedingly 
high (Ruttan 1992: 5). These demands will result in increased use of fertiliser, 
insecticides, pesticides and the expansion of irrigated areas. Much agricultural 
research still needs to be done to examine the constraints which resources and 
the environment may impose on the sustainable growth of agricultural production 
in this century (Ruttan 1992: 6). 
It is one thing to be conscious of environmental issues, but quite another to 
quantify the effect of an enterprise on the environment in its financial reports. 
According to Rubenstein (1992: 31), environmental reporting should produce 
financial statements which measure the ability of an entity to produce goods and 
services after accounting for environmental costs. De Villiers and Vorster (1995: 
14) provide a list of recommended minimum requirements for corporate 
environmental reporting: 
• A descriptive overview of the major environmental risks and 
impacts of the organisation 
• The environmental policy of the organisation 
• Measurable targets in physical units and Rand amounts where 
applicable, based on the environmental policy, e.g. emissions 
• Performance compared to environmental targets and comparative 
figures (previous year) 
• Accounting policies for recording liabilities, provisions, contingent 
liabilities and catastrophe reserves 
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• Environmental costs (energy; waste handling; treatment and 
disposal; legal compliance; packaging; fines; rehabilitation; 
recycling; etc.) by category charged to operating expenses during 
the period 
• Rand amounts of environmental liabilities, contingent liabilities and 
reserves established in the current period 
• Government environmental grants received ~ 
• Likely effect of environmental policy on future capital investment 
and earnings 
• Environmental litigation in which the organisation is currently 
involved 
• Independent third party attestation of all environmental reporting 
The agricultural sector has a tremendous impact on the environment, and vice 
versa. One should reconsider the excessive use of paper which results in the 
depletion of forests, the ploughing of land unsuitable for planting crops and the 
consequent destruction of natural woods and forests. We are able to place a 
monetary value on the farmer's crop, the livestock, implements, et cetera, but we 
overlook accounting for the depreciation of the most important "asset", the agri-
cultural land itself, which is being washed away and depleted by incorrect farming 
methods (Lubbe 2000: 19). 
Ruttan (1992: 181) is of the following opinion: "The capacity to monitor the 
agricultural sources and impacts of environmental change should be 
strengthened". He further points out that data on the effects of soil loss in most 
developing countries and data on groundwater pollution, salinisation and species 
loss, are unavailable. He feels it is time to design the elements of a 
comprehensive agriculturally related resource monitoring system, and that this 
monitoring effort should focus on the effects of environmental change on human 
populations. 
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A significant reason for comprehensive reporting by individual farmers of any 
conservation-related expenditure is that subsidies can be claimed for some of 
these expenditures. Opperman (1998: 30) reported as follows: "The Minister of 
Agriculture, with the concurrence of the Minister of State Expenditure, approved 
the proposed subsidy tariffs for resource conservation schemes under the Con-
servation of Agricultural Resources Act, 1983 (Act 43 of 1983) as from April1998". 
The increased subsidy will be paid on all works for which the date of completion 
is declared after 1 April1998. The approved subsidy tariffs are, for example, 70% 
for erosion control and 25% for veld utilisation works (Opperman 1998: 30). 
Act 43 of 1983 is currently under revision and, in future, each province in South 
Africa will reserve the right to pay out subsidies on condition that funds are 
available. Van Coller, from the National Department of Agriculture, proposes a 
Land Care Initiative Support Scheme to form part of the new revised Act 43 of 1983 
(Van Coller 2001: 1 ). According to Van Coller (2001: 1 ), the objectives of this 
scheme should be to 
promote the implementation of LandCare practices on an area wide 
scale with the view to sustainable resource utilisation in agriculture, 
to maintain the production potential of land, to combat or prevent 
degradation of agricultural land through salination and loss of bio-
diversity, to sustain the quality and quantity of water needed in 
agriculture and to regulate the payment of shared-costs and grants 
out of monies appropriated by Parliament for the purpose of this 
scheme. -
The suggested payments of grants under the above-mentioned LandCare Scheme 
may be paid to a project management team only when certain conditions have 
been met. Therefore, if this Scheme is approved, it will be crucial for farmers who 
are part of such a Land Care Committee to keep proper records of the costs that 
were incurred by them, and to submit a statement or report to the executive officer 
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in order to qualify for a grant on the shared-costs of the LandCare Project in their 
area (Van Coller 2001: 3-4 ). 
Besides requirements laid down by legislation or regulations new methods of soil 
cultivation, such as "notill", are also advocated to increase soil water penetration 
and to decrease the evaporation of moisture. Sustainable agriculture can be 
advanced by less soil cultivation or the application of notill. Soil cultivation and 
fertilisation amount to almost 50% of the farmer's production costs, and besides 
applying less soil cultivation for environmental reasons, it will also decrease the 
production costs of soil tilling (Steyn 2000: 28). Proper record keeping and 
reporting of these costs are essential in order, inter alia to disclose the economic 
advantage of using a new method of soil cultivation as opposed to the more 
traditional methods. 
Many farmers also engage in ecotourism as a separate enterprise of the farm 
business. The ecotourism "customers" are usually extremely concerned about the 
environmental performance of the business they patronise. It can only be to the 
farmer's advantage to report on expenditure incurred in order to safeguard 
sensitive environmental assets. According to Erasmus (1998: 2): "The growth in 
'green' marketing and more selective investments are positive proof that users and 
investors are becoming increasingly sensitive to both the quality of the products 
they purchase and the business practices of the enterprises". In other words, 
users want the reassurance that they are not supporting an enterprise which 
harms the community and its resources (Erasmus 1998: 2). 
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5.5 FINANCIAL REPORTING FOR A NEW CLASS OF USERS IN 
AGRICULTURE 
A new class of entrepreneur with no or little financial skills, but with a focus on 
positive cash flow, has emerged in South Africa. Holford ( 1997: 5) is of the opinion 
that this situation "will no doubt provide a challenge for the accounting profession 
in South Africa which will have to meet the needs of these new business people 
with innovative ideas on how to provide pertinent information to them". Ortmann 
(2000: 32) states the following: "These farmers currently rely largely on 
government or industry (e.g. sugar) extension services, hawkers and shopkeepers 
for agricultural information". Apart from a lack of information sources, some of 
these "new'' farmers need a simplified method to report and understand their 
financial information. 
Agriculture is concerned with hundreds of projects to assist upcoming farmers 
(Van Zyl 2000: 28). According to Aart-Jan van Schoor, from the North-West 
Department of Agriculture, the Kgatelopele project is an excellent example of 
upcoming farmers who successfully planted maize, sunflowers and peanuts and 
who already employ people from outside the project. These farmers were also 
helped to form study groups and the end objective was to assist them to make 
sustainable profits from their farming initiatives (Van Zyl 2000: 28). Another such 
a project is the Master Farmer and Apprentice Programme in Port St Johns, which 
is funded by Gold Fields through WWF-SA. Through this programme, prospective 
farmers serve an apprenticeship under master farmers to learn how to use 
traditional agricultural methods that have been found to be both sustainable and 
practical. This programme benefits them further because it increases both their 
productivity and the fertility of their land (Environmentally conscious agriculture 
1999: 10). 
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Small-scale farmers, some of whom are upcoming farmers, can do well, but they 
need to improve in such areas as financing and management expertise (Van Zyl 
1998a: 76). Cooperatives appear to be the best vehicle to empower upcoming 
farmers. In some instances, farm workers are helped to start their own farming 
business. As early as 1998, there were 28 cooperatives and a few agri-companies 
that managed more than 40 feasible development projects for upcoming farmers 
(Van Zyl 1998b: 77). 
One of the main problems in any agricultural sector is the financing of ne'NCOmers 
or upcoming farmers (Van Zyl et a/ 1999: 320). Although it is mainly the Land 
Bank's responsibility to finance these small farmers, they have to gain experience 
and implement systems to grant these smaller loans to small-scale farmers (Van 
Zyl et a/ 1999: 313). These upcoming farmers will be required to submit 
information on their current financial situation as well as financial projections of 
the projects for which they require financial assistance. It is therefore vital that 
they gain the necessary knowledge and expertise in accounting and the 
compilation of financial statements. 
5.6 SUMMARY 
For agriculture to become and remain vibrant in the 21st century, a new mind-set 
is needed by farmers, a mind-set that includes a futuristic outlook and takes into 
account all the relevant stakeholders in the agricultural environment. Future-
oriented information forecasts potential business outcomes. Prospective financial 
statements can help a business to establish, and to work towards long-term 
financial goals. 
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One of the new trends in the presentation of financial statements is employee 
reporting. Employees are contractual stakeholders in the farming enterprise and 
employee reporting is a means to enhance communication between the 
management of a farm and these important stakeholders. Employees need 
information on the environment and conditions within which they perform their 
tasks and they are particularly concerned about job security and the future of the 
farming business. Labour unions are gaining active support among farm labourers. · 
Employee reporting may reduce the influence of labour unions or labour 
representatives on farms. Farm managers should, for their own peace of mind, 
ensure that financial information is communicated in some form, be it by means 
of an employee report or the traditional financial statements issued to their 
employees. 
Social responsibility reporting is likely to play an increasingly important role in 
financial reporting. In many instances farmers contribute a great deal to their 
immediate society and it is vital that they disclose this in their annual financial 
statements. 
Farmers must also strive to maintain and enhance the land and natural resources 
used in their farming activities. They, as well as their accountants have a 
responsibility to properly disclose the costs related to sustainable agricultural 
methods. If environmental costs are not recorded systematically and separately, 
this can eliminate the option of improving and proactively protecting the 
environment from being recognised or evaluated. 
Upcoming farmers need a simplified method to report and understand their 
financial information and it is therefore vital that they gain the necessary 
knowledge and expertise in financial management. 
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6.1 INTRODUCTION 
In the previous chapters, the nature of financial reporting, the methods of acqui-
ring financial information and new trends in the presentation of financial state-
ments in the agricultural sector were investigated by means of a literature study. 
To further examine financial reporting and its usefulness for management pur-
poses in the agricultural sector an empirical study was conducted. 
This chapter focuses on the research methodology used to conduct the empirical 
survey among a selected group of farmers. Survey research usually includes the 
following steps (Oppenheim 1979: 1-2): 
( 1) the identification of the objective of the research project and the 
method of investigation 
(2) the selection of the target group 
(3) the development of the questionnaire 
(4) an analysis of the response rate 
(5) the preparation of the data 
(6) the processing of the data 
6.2 THE OBJECTIVES OF THE RESEARCH 
The main objective of the research is to investigate the attitude of farmers towards 
financial record keeping and reporting. It is necessary to determine the method 
used by farmers to acquire and process financial information and also to 
investigate the interpretation of financial information for management purposes. 
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The findings of this investigation should indicate, inter alia, the extent of the use 
of financial statements for management purposes in the agricultural sector. The 
results of the empirical study should clarify whether financial. and management 
information is received in time, and if the average farmer understands it and uses 
it for decision making. The investigation is also expected to provide a basis for 
further research in this area and may even lead to the development of specific 
user-friendly financial statements for the agricultural users. 
6.3 THE DEVELOPMENT OF THE QUESTIONNAIRE 
The questionnaire (see appendix A) was designed to assess the attitude of the 
selected farmers to the availability and use of financial information for manage-
ment purposes. 
The questionnaire consists mainly of structured questions. The advantages of 
structured questions compared with open-ended questions, are the ease, 
accuracy and lower cost with which the questions can be answered (Parasuraman 
1991: 218). Although more detailed information can be obtained from open-ended 
questions, they were considered too time-consuming for most farmers. 
The questionnaire consists of two main sections, namely, section A and section 
B. The 1 0 questions in section A cover the sociodemographic part of the 
questionnaire. In section B, financial management information is obtained. This 
part of the questionnaire comprises 30 questions. In most of the questions the 
respondents only need to choose one category from a list of alternatives. In a few 
other questions they have to prioritise the alternatives from 1 to maximum 5, 
where 1 carries the highest and 5 the lowest value. 
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6.4 PILOT STUDY 
It is necessary to test concept questionnaires in order to refine them before they 
can be sent to respondents (Marais 1989: 161 ). According to Cooper and Emory 
(1995: 66), a pilot test is "conducted to detect weaknesses in design and 
instrumentation and provide proxy data for selection of a probability sample". The 
concept questionnaire was tested at the NAMPO Harvest Day at Bothaville. 
Thirteen questionnaires were completed by farmers who attended the show. The 
farmers who answered the questionnaires were asked to pay special attention to 
the following: 
(1) the comprehensibility of the questions 
(2) the time it took to complete the questionnaire 
(3) whether they experienced any problems answering specific questions 
The pilot questionnaires were analysed by using the Statistical Analyses System 
(SAS). The response was then used to determine whether the farmers understood 
the questions properly. Minor changes were made with regard to the prioritisation 
of some of the questions, before the questionnaire was finalised. 
6.5 REASONS FOR THE SAMPLE CHOICE 
A major problem in conducting a survey among farmers is the low response rate. 
Diversity among farmers, for example, the production of a vast variety of products 
on small to very large farms, posed a further challenge. 
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The sample chosen for the empirical survey comprised farmers who are members 
of organised agriculture in Mpumalanga province. According to Cooper and Emory 
(1995: 200): "The basic idea of sampling is that by selecting part of the elements 
in a population, conclusions may be obtained about the entire population". 
Members of both Agri-SA and the Transvaal Agricultural Union in Mpumalanga 
were regarded as members of organised agriculture. 
Mpumalanga was chosen because of the diversity of farming activities in its 
different regions. It was also the nearest accessible province in which to conduct 
such a survey cost effectively. 
A list of the different regions in Mpumalanga was received from both Agri-SA and 
the Transvaal Agricultural Union. These institutions were kind enough to supply 
the number of members in each region. 
The regions in Mpumalanga are heterogeneous because of the diversity of 
farming activities. This composition is ideal for cluster sampling (Leedy 1989: 
163). The cluster sample was composed of clusters of unequal size - hence the 
approach was to stratify clusters by size and choose clusters from each stratum 
(Cooper & Emory 1995: 224). In other words, four out of 17 of the Agri-SA regions, 
and three out of 11 of the Transvaal Agricultural Union (TAU) regions were 
chosen at random. 
Owing to the poor response rate to postal surveys among farmers (Jacobs 1993: 
191 ), the researcher decided to conduct the survey in person, among the farmers 
in the chosen regions. For safety and financial reasons, the questionnaires "vVere 
distributed at the different agricultural union meetings of the chosen regions. The 
response rate for the members attending these regional meetings was as follows: 
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SUMMARY OF RESPONDENTS 
REGIONS PO PULA- DISTRI- RESPON- RESPONSE 
TION BUTEO DENTS RATE 
AgriSA Delmas 119 34 17 50,0% 
AgriSA Ermelo 112 31 23 74,1% 
AgriSA Grootvlei 47 20 15 75,0% 
AgriSA Nelspruit 62 26 18 69,2% 
TAU Belfast 275 34 27 79,4%. 
TAU Greylingstad 40 27 19 70,3% 
TAU Groblersdal 113 28 13 46,4% 
TOTALS 768 200 132 66,0% 
Table 6.1 
6.6 RESTRICTIONS ENCOUNTERED IN CONDUCTING THE SURVEY 
The current mood of farmers is generally negative. They do not feel positive about 
the political and economic future of farming in South Africa. In addition, they are 
especially concerned about their own safety and that of their families. Criminal 
activities on farms are increasing and every year, 27 4 out of every 100 000 
farmers are murdered (Van Zyl 2001: 61 ). These factors had a detrimental 
influence on the willingness of some farmers to participate in any survey. 
However, some farmers still attend meetings because they need to maintain a 
positive attitude and emotional resilience to be financially successful and to 
address the challenges facing them (Standard Bank sponsors 2001: 4). 
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The escalation of farm attacks (an increase of 5,7% from 1999 to 2000) and the 
negative attitude of some farmers were advanced as reasons why meetings of the 
different agricultural unions are poorly attended (Van Zyl 2001: 61 ). Those who 
did attend the meetings were positive and helpful about the completion of the 
questionnaires and regarded the subject as pertinent to the economic survival of 
farmers in the current economic climate. 
6.7 SUMMARY 
The survey method of research was used in this study. It was mainly used 
because it is easy to devise and administer, the responses to the survey are easy 
to analyse and collate, and it could be implemented at a relatively low cost. 
The sample choice was limited to Mpumalanga and to members of organised 
agriculture. No major shortcomings were evident when the data on the 
questionnaires were prepared for processing. The data processing was done with 
the help of a computer and the SAS program. The results of the study will be 
discussed in chapter 7. 
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7.1 INTRODUCTION 
In chapter 6, the methodology used to determine the usefulness of financial 
statements for management purposes in the agricultural environment was ex-
plained. This chapter deals with the collation and analysis of the data emanating 
from the empirical research. According to Cooper and Emory (1995: 67): "Data 
analysis usually involves reducing accumulated data to a manageable size, 
developing summaries, looking for patterns, and applying statistical techniques". 
The research findings drawn from the empirical research are discussed in detail. 
7.2 THE RESEARCH FINDINGS 
The number of responses in each district was outlined in table 6.1 in chapter 6. 
The sociodemographic attributes of the questionnaire will be summarised to 
portray the background and general farming activities of the respondents. The 
findings of the section on the financial management information will be discussed 
in more detail shortly. See appendix B for the results of the descriptive statistics. 
7.2.1 Sociodemographic information 
The first question required respondents to indicate whether they are full-time farm 
owners, part-time farm owners, full-time tenant farmers or part-time tenant farmers. 
Of the 132 respondents 112 (84,85%), indicated that they are full-time farm 
owners. 
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The average age distribution of the respondents was as follows: 
Age distribution 
Older than 55 years 
25- 35years 
46 - 55 years 
Figure 7.1 
As illustrated in figure 7.1, only 6,06% of the respondents are younger than 25 
years, while 18, 18% of them are between 25 to 35 years old. As many as 24,24% 
of the respondents indicated that they fall between the ages of 36 to 45, while 
30,30% of them fall between the ages of 46 to 55. It is interesting to note that as 
many as 21,21 % of the respondents are older than 55. 
In question 3 the respondents had to indicate their level of education. As indicated 
in figure 7.2, 4,55% of the respondents indicated that their level of education is 
lower than standard 1 O; 37, 12% have standard 10 and 2,27% have a diploma 
without a standard 10 qualification. As many as 23,48% of them have standard 10 
and a diploma; 17,42% have a 3- to 4-year degree and 15, 15% indicated that they 
have a postgraduate degree. If it is assumed that the respondents indicated their 
highest level of education, then by implication, 32,57% of them are graduates. 
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Level of education 
< than std 10 Dipl not Std 10 3-4 year degree 
Strl 10 Strl 1 O & Dipl Post graduate 
Figure 7.2 
Of the above-mentioned graduates, 45,0% replied that their tertiary education is 
in the field of agriculture. With regard to the subject of this study, only 15,0% of 
the graduates indicated the economic and management sciences as their field of 
study. 
The type or form of business enterprise in which the respondents operate was 
indicated as follows: 
Type of business enterprise 
Close corporation 
Sole proprietor 
Figure 7.3 
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As shown in figure 7.3, the majority of respondents (55,47%) indicated that they 
operate as a sole proprietor, while 19,53% of them operate in partnerships. Of the 
respondents, 11 , 72% operate as close corporations, while 13,28% operate as 
private companies. None of the respondents indicated that they operate as a 
public company. 
The size of land on which the respondents farm, was indicated as follows: 
Ill 
Cl 
"' 
50 
40 
~ 30 
!:: 
"' n.
20 
10 
< 1000 ha 
Figure 7.4 
Size of farming land 
2001-3000 ha 400 1-5000 ha 
1001-2000 ha 3001-4000 ha > 5000 ha 
As indicated in figure 7.4, most of the respondents (66 of the 132) indicated that 
they farm on land less than 1 000 hectares. The remaining respondents indicated 
the size of their farming land as follows: 28,03% farm on land between 1 001 to 
2 000 hectares; 14,39% on land between 2 001 to 3 000 hectares; 4,55% on land 
between 3 001 to 4 000 hectares; and only 1,52% on land between 4 001 and 
5 000 hectares. Only two of the respondents indicated that they farm on land 
exceeding 5 000 hectares. 
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The number of full-time employees employed by the respondents are as follows: 
., 30 
0) 
"' c
llJ 
l::! 
., 
a. 20 
10 
Number of full-time employees 
Less than 10 51-100 201-300 
11-50 101-200 More ltlan 300 
Figure 7.5 
Figure 7.5 illustrates that most of the respondents employ fewer than 51 
employees on a full-time basis. Of the respondents, 41,67% employ fewer than 1 O 
full-time employees; 45,45% employ between 11 to 50 full-time employees and 
10,61 % indicated that they employ between 51 to 100 full-time employees. 
Although no-one indicated that he or she employs between 101 to 200 full-time 
employees, two indicated that they employ between 201 to 300 full-time 
employees, and one respondent indicated that he or she employs more than 300 
full-time employees. 
The average total farming turnover per annum is illustrated in figure 7.6. Of the 
respondents, 21,97% indicated that their average total farming turnover per 
annum is under R500 000; 22,73% between R500 001 to R1000000; and 18,94% 
between R1 000 001 to R2 000 000. They further indicated that 16,67% is 
between R2 000 001 to R3 000 000; 6,06% between R3 000 001 to R4 000 000; 
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and 13,64% of them indicated that their average total farming turnover per annum 
is above R4 000 000. 
Total farming turnover 
< R500' R 1001'-R2000' R3001 '-R4000' 
R500'-R1000' R200 1 '-R3000' Above R4000' 
Figure 7.6 
The survey did not reflect a significant difference between intensive farming, 
extensive farming or a combination of both. Of the respondents, 29,55% indicated 
that they considered theirfarming activities as intensive, 36,36% as extensive and 
34,09% as a combination of intensive and extensive farming. 
7.2.2 Financial management information 
Although as many as 45 out of 132 respondents (34,09%) indicated that they use 
a microcomputer as a financial farming information system on the farm, 53 out of 
132 respondents ( 40, 15%) still use a manual system. Of those who use a manual 
system, 34,62% feel that ignorance of computer hardware is the main reason why 
they are not using a computer-based system. A significant percentage (25,0%) of 
those using a manual system, indicated that their main reason for using a manual 
system is that it is effective. 
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While 41,67% of the farmers replied that they operate their farming information 
system personally, 21,97% replied that it is operated by some member of their 
family. Only 12,88% indicated that they employed their own full-time accountant, 
as opposed to 18, 18% who make use of a chartered accountant to obtain financial 
information. 
When asked to give the main reason why they make use of a financial information 
system, 49,23% indicated that they use it for management purposes and 44,62% 
for taxation purposes. Only 4,55% of the respondents said that they use it to 
obtain credit. 
Of the different computer systems used, 46,21% of the respondents regarded a 
financial program as the most used program. Of the respondents, 14,39% 
regarded a labour program as the second most used program. With the 
deregulation of the marketing process in agriculture, it is interesting to note that 
8,33% of the respondents already use a marketing program. All but one of the 
respondents answered question 7 on their level of computer training. Of these 
54,96% indicated that they had no computer training; 20,61% indicated that they 
had done short training courses for specific software; and exactly the same 
percentage (20,61 %) indicated that they had taught themselves with the help of 
manuals or textbooks. 
The respondents had to prioritise the reasons why they use the Internet. Of those 
who use the Internet to gather financial information, 96,83% indicated this as the 
most important reason for using it. Of those who use the Internet, 37,50% 
indicated the gathering of market information as being their most important reason 
for doing so. Although only 5,56% of the respondents who use the Internet, gave 
the gathering of agricultural news or weather predictions as their main reason for 
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using it, and 66,67% said it was their second most important reason. Only one of 
the respondents indicated that he or she uses the Internet to report financial 
results. 
According to the survey, the monthly reports received by the respondents from 
their financial information systems are: income statements and cash flow 
statements. However, only 58,02% of the respondents indicated that they use 
monthly management reports for decision making purposes, and 36,36% respon-
dents chose the income statement as the most important report for financial 
decision making. The cash flow report was chosen by 34,85% respondents as the 
most important report for financial decision-making purposes. It is interesting to 
note that 54,96% of the respondents do not use separate financial statements for 
management purposes and for tax purposes. 
Although most of the respondents indicated that they receive their management 
income statement and balance sheet a month after the end of their financial year, 
7,58% of them indicated that they receive it six months after the financial year-
end. With regard to their financial statements, 81,68% answered that they need 
to understand their statements, while only 60,50% said that their financial 
statements are easy to understand and that they can interpret them personally. Of 
the respondents 39,50% indicated that their financial statements are difficult to 
understand and, interpret. 
In question 15, the respondents had to indicate if they compile separate financial 
statements for the production year. This is of vital importance because most 
farmers' financial year differs from their production year. Only 55,73% of the 
respondents do compile separate financial statements for their production year, 
from which one can deduce that 44,27% do not. 
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Of the respondents, 68,70% indicated that they do not use financial ratio analysis 
as a management tool. Of these, 36,14% said that the main reason for not doing 
so is that they do not know how to do the calculations. Of the respondents, 
31,33% felt that there is no need for ratio analysis. Of those who use financial 
ratio analysis, 32,58% of the respondents indicated that they compare their 
financial results with the same period of the previous year. 
With regard to the solvency ratios, 23,48% of the respondents use the net capital 
ratio (total assets: total liabilities) while 17,42% use the gearing ratio (total farming 
liabilities: farm equity). Of the respondents, 14,39% use the own capital ratio (net 
capital worth offarmer: total farming assets), while 12,12% calculated their growth 
in farming (% growth in the net worth from one year to the following year). 
According to the survey, the liquidity ratio most used (25% of the respondents) is 
the current ratio (current assets: current liabilities). Of the respondents, 13,64% 
indicated that they use the acid test ratio (current assets- stock: current liabilities) 
and 9,84% use the intermediate ratio (current assets plus medium-term assets: 
current liabilities plus medium-term liabilities). 
The most used profitability ratios are as follows: 22,72% respondents use the farm 
profitability ratio (net farm income as a % of average total capital employed); 18% 
use the profitability on own capital ratio (farm profit as a % of average own capital 
employed); 12,88% use the profitability on farm-assets ratio (profitability-
percentage on the average investment in farm assets); and 6,06% use the 
operating profit margin ratio (profitability of the farm as a proportion of the volume 
of production). 
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With regard to the ratios used to measure financial efficiency, 17,42% of the 
respondents indicated that they use the capital turnover ratio (gross production 
value : average total capital employed), while 21,21% indicated that they use the 
cost ratio (ratio of total expenditure: gross production value). 
Of the respondents, 81,82% indicated that they use budgets in their farming 
business. Of those who do not use budgets, 53,85% gave too many variables as 
the reason why they do not use them. It is clear from the survey that the most used 
kind of budget is the cash flow budget (54, 55% of the respondents), followed by 
the production budget (24,24% of the respondents). Of the respondents, 13,64% 
use capital budgets and only 3, 79% indicated that they use labour budgets. A 
projected income statement is used by only 4,55% of the respondents. The main 
reasons advanced by respondents as to why they use budgets were: for 
management purposes, for planning and for decision making. Of the respondents, 
16,67% use budgets because the bank requires them to do so, and 5,30% use 
them to apply for credit facilities. While only 9,09% of the responding farmers 
indicated that they use budgets to plan their liquidity position, 9,85% use them to 
acquire a holistic view of their farming future. Of the respondents, 60,61% claim 
that they compare their budgets with actual amounts in order to calculate 
variances. 
It is noted that 43, 18% of the respondents spend less than 1 0% of their time on 
record keeping and financial planning compared with the rest of their farming 
activities. Only 1,52% of the respondents indicated that they spend more than 
60% of their time on these activities. 
The following response was obtained to the question of whether farmers consider 
their employees as stakeholders in the farming business and if they need to 
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provide them with limited financial information on the farming business: 61 ,83% 
said "yes", and 38,17% said "no". 
In the last question, the farmer had to indicate if he or she feels it is necessary to 
do socioeconomic reporting. Of the respondents, 55,73% felt that it is neces-
sary, 18,32% that it is unnecessary, and 25,95% indicated that they know nothing 
about it. 
7.3 INFERENTIAL STATISTICS 
The chi-square statistics technique and the regression analysis technique were 
used to indicate the results of the survey. The chi-square statistic technique was 
used in this study to test for independence of association, while' the regression 
analysis technique was used to explore certain relationships. 
The chi-square statistic is a statistical measure which is used to test hypotheses 
on patterns of outcomes of a random variable in a population. The purpose of this 
test is to establish whether a random variable follows certain patterns of outcomes 
in the population (Wegner 1993: 248). 
The rationale of the chi-square statistic is that it tests the null hypothesis by 
comparing a set of observed frequencies which are based on sample findings, to 
a set of expected frequencies which describe the null situation. According to 
Wegner (1993: 248): 
The chi-square statistic measures the extent to which the ob-
served and expected frequencies differ. If this measure of 
difference is small, then the null hypothesis is accepted. 
Conversely, large differences will result in the null hypothesis 
being rejected. 
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When testing for independence of association, the hypothesis test tries to 
establish whether or not two categorical random variables are independent. 
Independence further implies that outcomes of one random variable in no way 
influence the outcomes of a second random variable (Wegner 1993: 249). Accept 
H0 if chi-square probability is larger than 0,05. Reject H0 if chi-square probability 
is smaller than or equal to 0,05. 
Regression analysis focuses on relationships between variables. This kind of 
relationship also serves as a basis for estimation and prediction. When the 
observed values of X are used to estimate or predict corresponding Yvalues, the 
process is called simple prediction. However, when more than one X variable is 
used, the outcome is a function of multiple predictors. Both simple and multiple 
predictions are made using a technique called regression analysis (Cooper & 
Emory 1995: 488). 
The results of the chi-square statistics and the regression analysis technique are 
outlined below. 
7.3.1 Chi-square statistics 
The number of responses per category of the different variables, was not always 
enough to perform chi-square statistics, and certain categories were therefore 
combined. The result of the testing for independence of association by means of 
the chi-square statistics technique is discussed under the following headings: 
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7.3.1.1 Sociodemographic dependence 
H0 : There is no association between sociodemographic factors and financial 
management factors (ie they are independent). 
H1 : There is an association between sociodemographic factors and financial 
management factors (ie they are dependent). 
Only the sociodemographic factors which were dependent will be discussed. The 
following null hypotheses were rejected - that is, they were dependent: 
(1) Level of education 
Type of financial 
fanning information 
system used 
Manual system 
Microcomputer/network 
Outsourced 
Table 7.1 
Level of education Average 
Std 10 & Std 1 O & 3-4 year Post-
lower diploma degree graduate 
34,1% 
47,0% 
22,4% 19,0% 
As shown in table 7.1, the respondents' level of education has an influence on the 
type of financial farming information system used. Respondents with standard 1 O 
and lower are more inclined to use a manual financial system, whereas those with 
a three- to four-year degree or a postgraduate degree are more inclined to use a 
computer for their financial information system. 
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(2) Field of study at tertiary level 
Type of financial 
fanning infonnation 
system used 
Manual system 
Microcomputer/network 
Outsourced 
Table 7.2 
Field of study 
Other Agriculture Econ & 
manage-
ment 
Average 
30,0% 
53,8% 
16,3% 
From table 7 .2 it is clear that an overwhelming percentage of respondents who 
studied economic and management sciences use microcomputers or a network 
,r 
of computers for their financial information systems. Respondents in other fields 
of study are more inclined to use a manual system or to outsource their financial 
information system. 
(3) Number of full-time employees employed by farmer 
Type of financial Number of full-time 
fanning information employees 
system used 
Manual system 
Microcomputer/network 
Outsourced 
Table 7.3 
Less than 11 - 50 
10 
More 
than 50 
Average 
34,1% 
46,8% 
18,9% 
Use of a financial 
software program 
Yes 
No 
Table 7.4 
Percentage of time 
spent on record 
keeping and 
financial planning 
Less than 10% 
10% to 20% 
More than 20% 
Table 7.5 
Use of monthly 
management 
178 
Number of full-time 
employees 
Less than 11 - 50 More 
10 
Number of full-time 
employees 
Less than 11 - 50 
10 
14,6% 
Number of full-time 
employees 
than 50 
More 
than 50 
reports for decision Less than 11 - 50 More 
making 10 than 50 
Yes 
No 
Table 7.6 
Average 
48,0% 
52,0% 
Average 
43,2% 
35,6% 
21,2% 
Average 
58,0% 
42,0% 
Need to provide 
employees with 
limited financial 
information 
Yes 
No 
Table 7.7 
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Number of full-time 
employees 
Less than 11 - 50 
10 
More 
than 50 
Average 
61,8% 
38,2% 
Tables 7.3 to 7.7 illustrate the association between the number of employees and 
various other factors. Respondents with fewer than 10 employees are more 
inclined to use a manual system, while those who employ more than 50 people are 
more inclined to use a microcomputer/network, as well as a financial software 
program to gather and process financial farming information. 
Respondents who employ fewer than 10 employees apparently spend less than 1 0 
percent of their time on record keeping and financial planning, while those who 
employ more than 50 people spend more than 20% of their time on record keeping 
and financial planning. Respondents with more than 50 employees are also more 
inclined to use monthly management reports for decision making, than those who 
employ fewer than 10 employees. Those who employ more than 50 employees are 
of the opinion that there is a need to provide employees with limited financial 
information on the farm business, as opposed to those who employ fewer than 10 
employees who do not see the need to provide limited financial information to their 
employees. 
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(4) Average total farming turnover per annum 
Type of financial 
farming information 
system used 
Manual system 
Microcomputer/network 
Outsourced 
Table 7.8 
Use of a financial 
software program 
Yes 
No 
Table 7.9 
Compile financial 
statements for the 
production year 
Yes 
No 
Table 7.10 
Average total farming turnover per annum 
Less than R500 001 R1 000 R2 000 More 
R500 000 to R1 001 to 001 to than 
million R2 R3 R3 
million million million 
6,9% 13,3% 
Average total farming turnover per annum 
Less than R500 001 R1 000 R2 000 More 
R500 000 to R1 001 to 001 to than 
million R2 R3 R3 
million million million 
Ave-
rage 
34,1% 
47,0% 
18,9% 
Ave-
rage 
48,0% 
52,0% 
Average total farming turnover per annum Ave-
1--~~~.....-~~~-.-~~~~~~-.-~~--t rage 
Less than R500 001 R1 000 R2 000 More 
R500 000 to R1 
million 
31,0% 50,0% 
001 to 
R2 
million 
52,0% 
••••~s;op~ 
001 to than 
R3 R3 
million million 
55,7% 
44,3% 
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The association between the average total farming turnover per annum and the 
type of financial farming information system used is illustrated in table 7.8. 
Respondents with a turnover of less than RSOO 000 are more inclined to use a 
manual financial information system, whereas those with a turnover of more than 
R1 000 000 are inclined to use a computer/network, as well as a financial software 
program (see table 7.9). Those with an average turnover of more than R2 000 000 
may also consider outsourcing their financial information system. As shown in 
table 7.1 0, respondents with a turnover of more than R2 000 000 are also more 
inclined to compile financial statements for the production year, whereas those with 
a turnover of less than RSOO 000 are not inclined to do so. 
7.3.1.2 The attitude of farmers towards financial record keeping 
H0 : There is no association between the attitude of farmers towards financial 
record keeping and other financial management factors (ie they are 
independent). 
H1 : There is an association between the attitude of farmers towards financial 
record keeping and other financial management factors (ie they are 
dependent). 
Only the factors which were dependent will be discussed. 
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( 1 ) The type of financial farming information system used on the farm 
Level of computer 
training 
No training 
Short training courses 
Self-trained 
Table 7.11 
Use of financial 
ratio analysis 
Yes 
No 
Table 7.12 
Need to provide 
employees with 
limited financial 
information 
Yes 
No 
Table 7.13 
Type of financial information 
system used 
Manual Microcom- Out-
system puters/net- sourced 
work 
7,0% 24,0% 
Type of financial information 
system used 
Manual 
system 
Microcom- Out-
puters/net- sourced 
work 
Type of financial information 
system used 
Manual 
system 
Microcom- Out-
puters/net- sourced 
work 
Average 
56,7% 
21,3% 
22,1% 
Average 
31,3% 
68,7% 
Average 
61,8% 
38,2% 
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The necessity for Type of financial information Average 
socioeconomic system used 
reporting Manual Microcom- Out-
system puters/net- sourced 
work 
It is necessary 55,7% 
It is unnecessary 18,3% 
Know nothing about it 22,6% 16,0% 26,0% 
Table 7.14 
Tables 7.11to7.14 illustrate the association between the type of financial farming 
information system used on the farm and other financial management factors. From 
table 7.11 it is clear that respondents who use a microcomputer/network type of 
financial information system did short training courses or are self-trained in the use 
of microcomputers. Those who have no training are most likely to use a manual 
system or to outsource their financial information system. 
Of the respondents (see table 7 .12), those who use microcomputers indicated that 
they are more inclined to use financial ratio analysis, as opposed to those who use 
a manual system. Tables 7.13 and 7.14 indicate that respondents who use a 
microcomputers/network are more inclined to recognise the need to provide 
employees with limited financial information and think it is necessary to do 
socioeconomic reporting. 
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(2) Comparing budgets with actual amounts, in order to calculate variances 
Compile financial 
statements for the 
production year 
Yes 
No 
Table 7.15 
Compile separate 
Compare budgets 
with actual amounts 
Yes No 
Compare budgets 
financial statements with actual amounts 
for management 
and tax purposes 
Yes 
No 
Table 7.16 
Use of financial 
ratio analysis 
Yes 
No 
Table 7.17 
Yes No 
Compare budgets 
with actual amounts 
Average 
55,7% 
44,3% 
Average 
45,0% 
55,0% 
Average 
31,3% 
68,7% 
T(able 7.15 indicates that there is an association between those respondents who 
compare their budgets with actual amounts in order to calculate variances and 
those who compile financial statements for the production year. As shown in tables 
7.16 and 7.17, those who compare their budgets with actual amounts in order to 
compare variances, are more inclined to compile separate financial statements for 
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management and tax purposes and are also more inclined to use financial ratio 
analysis. 
7.3.1.3 The method used to compile financial information 
H0 : There is no association between the method used to compile financial 
information and other financial management factors (ie they are inde-
pendent). 
H1 : There is an association between the method used to compile financial 
information and other financial management factors (ie they are depen-
dent). 
Only the factors which were dependent will be discussed. 
( 1 ) The type of financial farming information system used on the farm 
Compile separate Type of financial information Average 
financial statements system used 
for management 
and tax purposes 
Yes 
No 
Table 7.18 
Manual 
system 
Microcom- Out-
puters/net- sourced 
work 
45,0% 
55,0% 
Compile financial 
statements for the 
production year 
Yes 
No 
Table 7.19 
How long after year-end 
are management 
statements available? 
In 2 weeks 
After 2 weeks, less than 1 month 
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Type of financial information Average 
system used 
Manual 
system 
Microcom- Out-
puters/net- sourced 
work 
Type of financial information 
system used 
Manual Microcom- Out-
system puters/net- sourced 
work 
8,9% 8,0% 
17,8% 
55,7% 
44,3% 
Average 
12,2% 
31,3% 
After 1 month, less than 3 months 24,4% 
After 3 months 18,0% 32,1% 
Table 7.20 
Tables 7.18 to 7.20 illustrate the association between the method used to compile 
financial information and other financial management factors. From these tables 
it is clear that respondents who use microcomputers as a method to obtain 
financial information, also compile separate financial statements for management 
and tax purposes and compile financial statements for the production year. 
According to table 7.20, those who use microcomputers usually receive their 
management statements in less than one month. 
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7.3.1.4 The need for and usefulness of financial information 
H0 : There is no association between the need for and usefulness of financial 
information and other financial management factors (ie they are inde-
pendent). 
H1 : There is an association between the need for and usefulness of financial 
information and other financial management factors (ie they are depen-
dent). 
Only the factors which were dependent will be discussed. 
(1) The use of a financial software program 
Compile separate Use a financial 
financial statements software program 
for management and Yes · No 
tax purposes 
Yes 
No 
Table 7.21 
Compile financial 
statements for the 
production year 
Yes 
No 
Table 7.22 
Use a financial 
software program 
Yes No 
Average 
45,9% 
54,1% 
Average 
57,4% 
42,6% 
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From tables 7.21 to 7.22 it can be deduced that respondents who use a financial 
software program also compile separate financial statements for management and 
tax purposes and compile financial statements for the production year. 
(2) The use of separate financial statements for management and tax 
purposes 
Compile financial 
statements for the 
production year 
Yes 
No 
Table 7.23 
Use financial ratio 
analysis 
Yes 
No 
Table 7.24 
Compile separate Average 
financial statements 
for management 
and tax purposes 
Yes No 
Compile separate 
financial statements 
for management 
and tax purposes 
56,2% 
43,9% 
Average 
31 ,5% 
68,5% 
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How long after the year- Com pi le separate Average 
end are management financial statements 
statements available? for management 
and tax purposes 
Yes No 
In 2 weeks time 13,6% 11,3% 12,3% 
After 2 weeks, less than 1 month 22,5% 31,5% 
After 1 month, less than 3 months 24,6% 
After 3 months 18,6% 31,5% 
Table 7.25 
Tables 7.23 to 7.24 illustrate that respondents who compile separate financial 
statements for management and tax purposes are also inclined to compile financial 
statements for the production year and use financial ratio analysis. As shown in 
table 7.25, those respondents who compile separate financial statements for 
management and tax purposes also receive their management statements in less 
than one month. 
(3) The level of understanding of financial statements 
Compile financial 
statements for the 
production year 
Yes 
No 
Table 7.26 
The level of understanding of Average 
financial statements 
Easy to 
under-
stand 
Difficult to Need 
under-
stand 
help to 
under-
stand 
57,6% 
42,4% 
Use of financial 
ratio analysis 
Yes 
No 
Table 7.27 
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The level of understanding of Average 
financial statements 
Easy to 
under-
stand 
Difficult to 
under-
stand 
Need 
help to 
under-
stand 
31 ,4% 
68,6% 
The association between the level of understanding of financial statements and 
other financial management factors is illustrated in tables 7.26 and 7.27. 
Respondents who find their statements easy to understand are more inclined to 
compile financial statements for the production year and use financial ratio 
analysis as opposed to those who find their statements difficult to understand. 
( 4) Using financial ratio analysis 
Use budgets 
Yes 
No 
Table 7.28 
Use financial ratio 
analysis 
Average 
81,7% 
18,3% 
Main reason for 
using financial 
information system 
For management purposes 
For taxation purposes 
For other reasons 
Table 7.29 
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Use financial ratio 
analysis 
Yes No 
Average 
48,8% 
45,0% 
6,2% 
It is noted in tables 7.28 to 7.29 that those respondents who use financial ratio 
analysis are more inclined to use budgets. They also indicated that their main 
reason for using a financial information system is for management purposes. 
(5) Compile financial statements for the production year 
Use budgets 
Yes 
No 
Table 7.30 
Compile financial 
statements for the 
production year 
Average 
81,7% 
18,3% 
Use financial ratio 
analysis 
Yes 
No 
Table 7.31 
How long after the year-
end are management 
statements available? 
In 2 weeks 
After 2 weeks, less than 1 month 
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Compile financial 
statements for the 
production year 
Compile financial 
statements for the 
production year 
Yes No 
11,1% 13,8% 
12,1% 
After 1 month, less than 3 months 
After 3 months 16,7% 
Table 7.32 
Average 
30,8% 
69,2% 
Average 
12,3% 
31,5% 
23,9% 
32,3% 
As illustrated in tables 7.30 and 7.31, those respondents who compile financial 
statements for the production year are inclined to use budgets and financial ratio 
analysis as opposed to those who do not compile financial statements for the 
production year. From table 7.32 it is clear that those respondents who compile 
financial statements for the production year are also those who receive their 
management statements in less than one month. 
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7.3.1.5 Management decision making 
H0 : There is no association between management decision-making factors and 
other financial management factors (ie they are independent). 
H1 : There is an association betvveen management decision-making factors and 
other financial management factors (ie they are dependent). 
Only the management decision-making factors which were dependent will be 
discussed. 
( 1 ) The use of monthly management reports for decision making 
Compile separate Use monthly 
financial statements management reports 
for management and for decision making 
tax purposes 
Yes 
No 
Table 7.33 
Compile financial 
statements for the 
production year 
Yes 
No 
Table 7.34 
Yes No 
Use monthly 
management reports 
for decision making 
Yes No 
Average 
44,6% 
55,4% 
Average 
55,4% 
44,6% 
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The use of financial Use monthly Average 
ratio analysis 
Yes 
No 
Table 7.35 
How long after the year-
end are management 
statements available? 
In 2 weeks 
management reports 
for decision making 
Use monthly 
management reports 
for decision making 
Yes No 
11,1% 
After 2 weeks, less than 1 month 
After 1 month, less than 3 months 
After 3 months 21,1% 
Table 7.36 
30,8% 
69,2% 
Average 
12,3% 
30,8% 
24,6% 
32,3% 
Tables 7.33 to 7.35 show that respondents who use monthly management reports 
for decision making are also more inclined to compile separate financial state-
ments for management and tax purposes, compile financial statements for the 
production year and use financial ratio analysis. Table 7.36 clearly indicates that 
respondents who use monthly management reports for decision making receive 
their year-end management statements in less than one month and those who 
receive them after one month do not use them for decision-making purposes. 
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7.3.1.6 New trends in the presentation of financial statements 
H0 : There is no association between new trends in the presentation of 
financial statements and other financial management factors (ie they are 
independent). 
H1 : There is an association between new trends in the presentation of 
financial statements and other financial management factors (ie they are 
dependent). 
Only the new trends in the presentation of financial statements which were 
dependent will be discussed. 
(1) To consider employees as stakeholders in the farming business and the 
need to provide them with limited financial information on the farming 
business. 
Use monthly Provi~e employees Average 
management with limited financial 
reports information 
Yes No 
Yes 58,5% 
No 41,5% 
Table 7.37 
Compile financial 
statements for the 
production year 
Yes 
No 
Table 7.38 
Use a financial 
software program 
Yes 
No 
Table 7.39 
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Provide employees Average 
with limited financial 
information 
Yes No 
Provide employees 
with limited financial 
information 
56,2% 
43,9% 
Average 
48,4% 
51,6% 
Tables 7.37 to 7.39 indicate that respondents who consider employees as 
stakeholders in the farming business and have the need to provide them with 
limited financial information on the farming business are more inclined to use 
monthly management reports, compile financial statements for the production year 
and use a financial software program. 
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(2) Regard it as necessary to do socioeconomic reporting 
Compare budgets 
with actual 
Regard it necessary to do 
socioeconomic reporting 
amounts in order to It is It is un- Know 
calculate variances necessary necessary nothing 
about it 
Yes 
No 
Table 7.40 
Provide employees Regard it necessary to do 
with limited finan-
cial information 
Yes 
No 
Table 7.41 
socioeconomic reporting 
It is It is un- Know 
necessary necessary nothing 
about it 
Average 
61 ,1% 
38,9% 
Average 
61,8% 
38,2% 
As indicated in tables 7.40 and 7.41 , respondents who regard it as necessary to 
do socioeconomic reporting are more inclined to compare budgets with actual 
amounts in order to calculate variances and also to provide their employees with 
limited financial information. 
7 .3.2 Regression analysis 
When using the regression analysis technique only relationships with a probability 
of alpha< 0,05 were used. The following sociodemographic information (inde-
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pendent factors) had an influence on certain financial management information 
(dependent factors): 
7.3.2.1 The size of the land on which the respondents farm 
The size of land on which the respondents farm had an influence on certain 
financial management factors. Respondents who farm on larger farms are more 
inclined to 
(1) use a computerised financial management program 
(2) ~se the Internet to gather financial management and market information 
(3) compare financial results with results from the same period in the previous 
year 
7.3.2.2 The field of study 
If respondents obtained a tertiary education, the field of study had an influence on 
certain financial management factors. Respondents who studied economic and 
management sciences are more inclined to 
( 1) use a computerised financial management program 
(2) use a computerised marketing program 
(3) use the Internet to gather financial information 
(4) compare financial results with those of other farming enterprises 
7.4 SUMMARY 
This chapter described the collation of the responses of the survey research 
carried out to determine to what extent financial reports are used for management 
purposes in the agricultural environment. The sociodemographic information was 
firstly collated on a question-by-question basis, and presented in paragraph form, 
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and by means of graphs. The financial management information acquired in 
section B of the questionnaire was also presented. The main findings of the survey 
are summarised in the next few paragraphs. 
An overwhelming percentage (84,85%) of the respondents indicated that they are 
full-time farm owners. The majority of the respondents (30,30%) fall between the 
ages of 46 to 55. Of the respondents 17,42% indicated that they have a 3- to 4-
year degree. Of these graduates, 45,0% replied that their tertiary education is in 
the field of agriculture. The majority of respondents (55,47%) indicated that they 
operate as a sole proprietor. Most of them (66 of the 132) indicated that they farm 
on land less than 1 000 hectares. It was noted that 45,45% of the respondents 
employ between 11 to 50 full-time employees, while 41,67% of them employ fewer 
than 10. While 22,73% of the respondents indicated that their average total 
farming turnover per annum is between R500 001 to R 1 000 000, 13,64% of them 
indicated that it is above R4 000 000. 
Although 34,09% of the respondents indicated that they use a microcomputer as 
a financial farming information system, 40,15% of them still use a manual system. 
Financial software programs were regarded as the most used programs. It is noted 
that 54,96% of the respondents indicated that they had no computer training. A 
major percentage (41,67%), of the respondents replied that they operate their 
farming information system personally. Of the respondents 44,62% indicated that 
they use a financial system for taxation purposes as opposed to 49,23% who use 
it for management purposes. The cash flow report was chosen by 34,85% 
respondents as the most important report for financial decision-making purposes. 
Although it is of vital importance to compile separate financial statements for the 
production year, only 55,73% of the respondents indicated that they do so. It is 
also noted that 68,70% of them do not use financial ratio analysis as a 
management tool. However, 81,82% indicated that they use budgets in their 
farming business. It is clear from the survey that the cash flow budget is the most 
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used kind of budget (54,55%). An alarming 43,18% of the respondents indicated 
that they spend less than 1 0% of their time on record keeping and financial 
planning compared to the rest of their farming activities. 
Of the respondents, 61 ,83% consider their employees as stakeholders in the 
farming business who need to receive limited financial information on the farming 
business. It is noted that 55,73% of the respondents feel that it is necessary to do 
socioeconomic reporting. 
The inferential statistics were determined by using the chi-square statistics tech-
nique and the regression analysis technique. As illustrated by tables 7.1 to 7.41 
it became clear that there is an association between certain sociodemographic 
factors and certain financial management factors, as well as interdependencies 
between certain financial management factors. 
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8.1 INTRODUCTION 
The aim of this study was to establish to what extent farmers use their financial 
reports for management decision making. Questions were raised on the viability 
of current financial reporting in the agricultural environment, the farmers' expertise 
in the realm of financial reporting and the methods used by farmers to acquire 
financial information. 
In the introductory chapter to this dissertation, it was indicated that management 
decisions in agriculture should be based on complete, accurate, timely and com-
prehensible information. The present state offinancial reporting in agriculture, the 
farmers' ability to prepare and interpret financial reports, and the methods farmers 
use to obtain the required information in order to make sound economic decisions, 
were investigated. 
In an attempt to answer the above-mentioned questions, and to address the 
issues at stake, the study focused on 
( 1) the nature of current financial reporting in an agricultural environment 
(2) financial reporting as a farm management tool and the stakeholders in 
need of financial information 
(3) the methods used to acquire timely, accurate and reliable information for 
farm management 
(4) new trends in the presentation of financial statements in the agricultural 
sector 
(5) an investigation into the use and usefulness of financial statements as 
perceived by the target group selected for the research study 
I 
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8.2 SUMMARY OF THE LITERATURE AND EMPIRICAL STUDY 
In this study, two approaches were followed to examine the foregoing aspects: a 
literature review and a research survey. A summary of both these approaches is 
presented below. 
8.2.1 Literature review 
In the literature review, the theoretical foundations of the subject were examined. 
This part of the study comprised chapters 2 to 5, and a broad spectrum of the 
nature of and need for financial reporting and the acquisition of financial 
~ 
information were examined. The secondary information sources used in the 
literature study were books, periodical articles, dissertations, theses and technical 
reports. Two reasons for using secondary data were to explore whether the past 
could contribute to the present study, and to help the researcher decide what 
further research needs to be done (Cooper & Emory 1995: 241). 
' 
In chapter 2, attention was focused on the nature of financial statements in an 
agricultural environment. The difference between financial reporting and financial 
statements was highlighted. Reference was also made to the specific objectives 
of financial reporting to the farmer. The need for qualitative characteristics of 
agricultural financial statements, and the accounting environment in which the 
farmers operate, were then addressed. The importance of timely, accurate and 
relevant financial information for management purposes was discussed. 
Chapter 3 investigated financial reporting as a farm management tool. The 
importance of the variou.s stakeholders who need financial information was 
emphasised. The difference between management accounts and financial 
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accounts for the farmer to enable him or her to make sound economic decisions 
was addressed. Gross margin accounts and full cost accounts were explained 
under the heading: "Accounting for different farming enterprises". The significant 
distinction between financial statements for taxation purposes and financial 
statements for management purposes was reviewed. 
Chapter 4 introduced the different methods used to acquire information for farm 
management purposes. The use of personal computers to acquire financial 
information was emphasised. The farmer's attitude towards computers, the 
available software, the training requirements for use of the computer and some 
Internet applications, were discussed. The use of an accountant or alternatively 
of a financial bureau, was then explained. The information overload problem, 
which is relevant in the agricultural sector, was also addressed. 
New trends in the presentation of financial statements in the agricultural 
environment were outlined in chapter 5. The need to produce future-oriented 
financial information for decision making on farms was explained. This was 
followed by a discussion of the current matter of providing employees with limited 
financial information on the farm business. A subject not often addressed in the 
agricultural context, namely socioeconomic reporting, was also introduced. With 
the emergence of upcoming farmers it was necessary to investigate their need for 
financial information and the reporting thereof. 
8.2.2 Survey research 
Survey research was conducted to determine the attitude of Mpumalanga farmers, 
who are also members of organised agriculture, towards financial reporting, and 
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to gather information on the methods they use to obtain financial information, and 
on the usefulness of that information for decision making. 
The methodology used to conduct the survey was explained in chapter 6. A 
questionnaire was designed to assess the attitude of the selected sample of 
farmers to their financial information needs for management purposes. The pilot 
study and the reasons for the sample choice were then discussed. The low morale 
of farmers, their concern about their own safety and that of their families, and the 
need to conduct the survey cost effectively were some of the restrictions 
encountered in conducting the survey. 
The collation of the survey responses, and the presentation and evaluation of the 
research findings were set out in chapter 7. The following summarises the main 
findings of the empirical research: 
(1) The majority of respondents (84,85%) are full-time farm owners. 
(2) Of the respondents, 17,42% indicated that they have a degree while 
15,15% indicated that they have a postgraduate qualification. Of these 
graduates, 45% replied that their tertiary education was in the field of 
agriculture. Respondents with standard 10 and lower, generally use a 
manual farming information system, while graduates and postgraduates 
mostly use microcomputers in their financial information system. Those who 
studied economic and management sciences at tertiary level over-
whelmingly used microcomputers. 
(3) Most of the respondents operate as sole proprietors (55,47%) and 50% of 
the respondents farm on farms of less than 1 000 hectares. Of the 
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respondents, 45,45% employ between 11 to 50 employees. Of those who 
employ more than 50 employees, the greatest percentage use micro-
computers in their financial farming information system and spend more 
than 20% of their time on record keeping and financial planning. Those 
farmers with more than 50 employees are also more inclined to provide 
their employees with limited financial information. 
(4) As many as 40,15% of the respondents still use a manual information 
system and 34,62% of those who use a manual system feel that ignorance 
of computer hardware is the main reason why they do not use computers. 
(5) There is no significant difference between respondents who use a financial 
management system for management purposes (49,23%) and those who 
use it for taxation purposes (44,62%). 
(6) Although a financial software program was indicated as the one most 
commonly used by those farmers who use a computer, many farmers now 
also regard a labour software program as important. The majority of 
respondents who use a financial software program, also compile separate 
\ 
financial statements for management and tax purposes, as well as, for the 
production year. 
(7) It is interesting to note that 54,96% of the respondents indicated that they 
have no computer training. 
(8) Only 58% of the respondents claimed that they use monthly management 
reports for decision making purposes. The income statement and cash flow 
statement are the two financial reports used by most of the respondents. 
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(9) Unfortunately, 39,50% of respondents indicated that their financial 
statements are difficult to. understand and interpret. However, the 
respondents who do understand their financial statements are more 
inclined to compile financial statements for the production year and use 
financial ratio analysis for management purposes. 
(1 0) Only 55, 73% of the respondents compile separate financial statements for 
their production year, from which one can deduce that 44,27% do not. The 
majority of those who do compile separate financial statements for the 
production year, receive their statements in less than one month. 
(11) Although 81,82% of the respondents indicated that they use budgets, 
68,70% of them indicated that they do not use financial ratio analysis as a 
management tool. Most of the respondents who compare their budgets with 
actual amounts in order to calculate variances, also compile separate 
financial statements for management and tax purposes and for the 
production year. Those who compare budgets with actual amounts are 
more inclined to use financial ratio analysis. 
(12) It is interesting to note that 43,18% of the respondents spend less than 
10% of their time on record keeping and financial planning, compared with 
the rest of their farming activities. 
(13) When asked whether the farmer considers his or her employees as stake-
holders in the farming business, and whether he or she needs to provide 
them with limited financial information on the farming business, 61 ,83% 
said "yes", and 38, 17%, said "no". Of those who do provide employees with 
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limited financial information, the majority also use monthly management 
reports, compile financial statements for the production year and use a 
financial software program. 
(14) The majority of respondents (55,73%) said it is necessary to do socio-
economic reporting, while 18,32% said it is unnecessary. The remaining 
25,95% indicated that they know nothing about it. 
8.3 CONCLUSIONS 
General conclusions can be drawn from the literature study, while more specific 
conclusions can be drawn from the empirical study. 
8.3.1 General 
With reference to the problems defined in chapter 1 of this study and the results 
of the literature study, the following general conclusions can be drawn: 
( 1) Information reduces uncertainty at all stages of production, and farmers' 
demand for information has increased in recent years. 
(2) Financial statements should also be used to determine the farm's 
profitability, liquidity and solvency position. National and international 
accounting standards must be used to provide accurate, relevant and 
timeous information about the past, present and future of the business. 
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(3) Farmers must realise that they operate in a dynamic environment and that 
the needs of all the stakeholders must be taken into account. 
(4) Although many farmers are still reluctant to introduce computers into their 
farm management system, the attitude of many farmers towards information 
technology is positive. They should use computers and the Internet as an 
opportunity to become more competitive. 
(5) Most farmers contribute huge sums of money and other resources to the 
upliftment of their employees and the rural community. It is therefore 
imperative that they reflect the financial implications of these contributions 
in their financial statements. 
(6) The financial information needs of upcoming farmers must be addressed. 
Most of them have no or little financial skills, and they need help with the 
compilation and interpretation of financial statements. 
8.3.2 Empirical study 
One should keep in mind that the research survey was conducted among farmers 
who are members of organised agriculture and are based in Mpumalanga. 
The following interesting conclusions can be drawn from the research survey: 
( 1) There is an association between sociodemographic and financial 
management factors. The survey results show clearly, for example, that 
farmers with a higher turnover per annum and those who employ more 
employees, use a more sophisticated farm management system. 
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(2) The respondents' level of education, and the field of study have a definite 
influence on the type of financial farming information system used. 
(3) The average total farming turnover per annum affects the type of financial 
farming information system used. It also influences whether the person 
uses a financial software program and whether he or she compiles finan-
cial statements for the production year. 
(4) Farmers who use monthly management reports for decision making are 
inclined to compile separate financial statements for management and tax 
purposes, as well as financial statements for the production year. They 
generally receive their management statements timeously and tend to use 
financial ratio analysis as a management tool. 
(5) Farmers who use microcomputers in their financial information systems are 
more inclined to compile separate financial statements for management 
and tax purposes, and for the production ye9r. Those who use micro-
computers, tend to receive their management statements within less than 
one month after the financial year-end. 
(6) Those farmers who consider their employees as stakeholders in the 
farming business, and have a need to provide them with limited financial 
information, are more inclined to use monthly management reports, use a 
financial software program and compile separate financial statements for 
the production year. 
211 
(7) Although many farmers feel that it is necessary to do socioeconomic 
reporting, they do not always do it, or know how to do it. 
8.4 RECOMMENDATIONS 
The following recommendations regarding both the literature study and the survey 
results are listed below: 
(1) With increasing pressures on profitability, farmers must see to it that they 
have up-to-date, accurate and relevant financial management information 
at their disposal. 
(2) Although farmers have to be experts in so many different fields, those with 
no financial background should educate themselves in the area of financial 
business management. If a farmer lacks the time or inclination to acquire 
such knowledge, he or she should consider the appointment of a financial 
manager instead of an agricultural manager. 
(3) Introductory educational programmes on computers and computer software 
need to be designed so that more farmers can become computer literate 
and benefit from the use of computers for management purposes. 
(4) Although financial statements should be drawn up according to general 
accepted accounting practice, they should be more user friendly and 
compiled in such a way that the average farmer can understand his or her 
own financial statements. 
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(5) More farmers need to use their financial statements as a basis to prepare 
budgets and calculate financial ratios. These budgets must be compared 
with actual amounts in order to calculate variances. 
(6) It is imperative that farmers whose production year and financial year end 
on different dates, also prepare financial statements for their production 
year. 
(7) A financial record-keeping system should show individual enterprise 
performance. The output of a particular enterprise ( eg maize) should be 
related to the costs of that same enterprise. 
(8) Employees are becoming important stakeholders in the agricultural sector 
and farmers need to provide them with limited financial information on the 
farming business. 
(9) Farmers need to disclose in their financial statements the amount of money 
spent on social upliftment and environmental projects. 
8.5 SUGGESTIONS FOR FURTHER RESEARCH 
This study is an attempt to investigate financial statements and the interpretation 
thereof for management purposes in the agricultural environment. Although the 
results of the study are encouraging, more and varied research should be 
conducted before conclusive remarks on the topic can be made. The following 
areas of further research are suggested: 
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(1) The role of the International Accounting Standard (lAS 41) and the new 
South African Statement (AC137) on Agriculture could be researched, and 
the extent to which "fair value" is used in agricultural financial statements 
should be investigated. 
(2) A simplified way of presenting financial statements which is easy to 
understand but still complies with general accepted accounting practice 
should be developed. 
(3) The development of learnerships for farm managers in the area of com-
puter literacy and accounting skills should be investigated. 
( 4) A survey of the socioeconomic expenses incurred by farmers and the 
disclosure thereof should be done. 
(5) An investigation into the needs of upcoming farmers, with special reference 
to their need for financial information, should be conducted. 
The above-mentioned topics should highlight the fact that financial statements for 
farm businesses are just as important, and should be of the same high standard, 
as the financial statements of businesses in any other sector of the economy. 
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APPENDIX A 
QUESTIONNAIRE 
SECTION A: SOCIODEMOGRAPHIC INFORMATION I I I I 
2 3 
1. Indicate in which category you belong: 
Full-time farm owner 1 
Part-time farm owner 2 
Full-time tenant farmer 3 
Part-time tenant farmer 4 
2. Indicate your age category: 
Younger than 25 years 1 
25 to 35 years 2 
36 to 45 years 3 
46 to 55 years 4 
Older than 55 years 5 
3. Indicate your level of education: 
Lower than standard 1 0 1 06 
Standard 10 2 
Diploma without standard 1 0 3 
Standard 10 and diploma 4 
3- or 4-year degree 5 
Postgraduate qualification 6 
4. If you obtained a tertiary education, indicate the field of study: 
Human sciences 1 
Natural sciences 2 
Agriculture 3 
Economic- and management science 4 
Other 5 
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5. Indicate the type of business enterprise form in which your farm is 
operated: 
Sole proprietor 1 
Partnership 2 
Clos,e corporation 3 
Private company 4 
Public company 5 
I 
6. Indicate the size of the land on which you are farming: 
Smaller than 1 000 ha 1 
1 001 to 2 000 ha 2 
2 001 to 3 000 ha 3 
3 001 to 4 000 ha 4 
4 001 to 5 000 ha 5 
Bigger than 5 000 ha 6 
7. Indicate the number of full-time employees employed by you:. 
Lessthan 10 1 
11 to 50 2 
51 to 100 3 
101 to 200 4 
201 to 300 5 
More than 300 6 
010 
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8. Indicate your most important farming enterprise in terms of income: 
(Indicate the percentage income contribution of each enterprise to 
the total income. The total percentage of all the enterprises 
should be 100%.) 
Farming enterprise: % 
Crops (dryland) 
Crops (irrigation) 
Cattle - beef (stud) 
Cattle- beef (commercial) 
Dairy 
Small livestock 
Pigs 
Game 
Poultry 
Vegetables 
Fruit 
Tobacco 
Flowers 
9. Indicate the category in which you belong: 
Intensive farming 1 
Extensive farming 2 
Combination of above-mentioned 3 
10. Indicate your average total farming turnover per annum: 
Under RSOO 000 1 
RSOO 001 to R1 000 000 2 
R1 000 001 to R2 000 000 3 
R2 000 001 to R3 000 000 4 
R3 000 001 to R4 000 000 5 
Above R4 000 000 6 
11-13 
14-16 
17-19 
20-22 
23-25 
26-28 
29-31 
32-34 
35-37 
38-40 
41-43 
44-46 
47-49 
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SECTION 8: FINANCIAL MANAGEMENT INFORMATION 
1. Indicate which type of financial farming information system you use 
on the farm: 
Manual system 1 
Microcomputer 2 
Network with microcomputers 3 
Outsourced 4 
2. If you use a manual system, indicate the main reason why you are 
not using a computer based information system: 
Manual system is effective 1 
Ignorance on computer hardware 2 
Ignorance on available computer software 3 
Capital cost to buy a computer system 4 
Lack of computer skills 5 
Other 6 
If 'other', specify: ................................................................................ . 
3. Indicate who operates your farming information system: 
Farmer him/herself 1 
Manager 2 
Family of farmer 3 
Own full-time accountant 4 
Chartered accountant in practice 5 
Financial bureau 6 
Agriculture Cooperation 7 
Study group 8 
Other 9 
If 'other', specify: ................................................................................ . 
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4. Indicate the main reason why you make use of a financial informa-
tion system (choose only one): 
For management purposes 1 
For tax purposes 2 
For obtaining credit 3 
Other reasons 4 
If 'other', specify: ................................................................................. . 
5. If you use a computer system, indicate which kind of computer 
management programmes are used (maximum 5): 
(Prioritise your answers from 1 to maximum 5, where 1 is the pro-
gram which you use the most and 5 the one you use the least.) 
Financial program 
Beef program 
Dairy program 
Sheep program 
Crops program 
Labour program 
Marketing program 
Other 
If 'other', specify: ................................................................................ . 
6.1 Do you use a financial software program ? 
Yes 
No 
6.2 If 'yes', indicate which financial software program do you use: 
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7. Indicate your level of computer training: 
No training 1 
Short training-courses for specific software 2 
Correspondence course in computer use 3 
Self-trained with manuals/textbooks 4 
Formal academic computer education 5 
8. If you use the Internet, indicate maximum 5 reasons for using it: 
(Prioritise your answers from 1 to maximum 5, where 1 is the most 
important reason for using it and 5 the least important reason.) 
To gather financial management information 
To gather market information 
To market products 
To report financial results 
To gather agricultural news or weather predictions 
To buy products/household goods 
Other 
If 'other', specify: ................................................................................ . 
9. Indicate all applicable monthly reports you receive from your 
financial information system: 
Transaction lists 1 
,, 
General ledger accounts 2 
Trial balances 3 I 
Income statement 4, 
Balance sheet 5 
Cash flow statement 6 
Not one of the above-mentioned 7 
If 'not one of the above-mentioned', indicate the reports you use: 
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10. Do you use monthly management reports for decision-making? 
Yes 
No 
11. Indicate which of the following reports (maximum 5) you use for 
financial decision-making purposes: 
(Prioritise your answers from 1 to maximum 5, where 1 is the most 
important and 5 is the least important report.) 
Transaction lists 
General ledger accounts 
Trial balance 
Income statement 
Balance sheet 
Cash flow statements 
12. Do you compile separate financial statements for management 
purposes and for tax purposes? 
Yes 
No 
13. How long after the end of the financial year are your management 
income statement and -balance sheet available? 
In 2weeks 1 
After 2 weeks, but in 1 month's time 2 
After 1 month, but in 3 months' time 3 
After 3 months, but in 6 months' time 4 
After 6 months 5 
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14.1 Do you have a need to understand your financial statements? 
Yes 
No 
14.2 If 'yes', indicate the level of understanding of your financial 
statements: 
Easy to understand, can be interpreted personally 1 
Difficult to understand, but attempts to interpret it personally 2 
A knowledgeable person must interpret it and explain it to you3 
15. Do you, apart from your financial statements, also compile 
financial statements for the production year? 
Yes 
No 
16. Do you by any chance use financial ratio analysis? 
Yes 
No 
If 'yes', answer questions 18 to 22. 
If 'no', answer question 17. 
17. If your answer to question 16 was negative, indicate the main 
reason why· . 
No need for these kind of calculations 1 
Information is not readily available 2 
It serves no purpose 3 
Do not know how to do these calculations 4 
Please proceed to question 23. 
092 
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18. With what do you compare your financial results of a specific 
period (maximum 5)? 
(Prioritise your answers from 1 to maximum 5, where 1 is the 
method used most and 5 is the least used method.) 
With the same period the prev;ous year 
With other farming enterprises in the same branch of industry 
With set norms 
With other farming enterprises in a study group/co-operation 
With other farming enterprises in a financial bureau 
With preconceived objectives/targets 
19. Indicate the solvency ratios used (maximum 3): 
Net capital ratio 
(Total assets : Total liabilities) 
Gearing ratio 
(Total farming liabilities : Farm equity) 
Own capital ratio 
(Net capital worth of farmer : Total farming assets) 
Growth in farming 
(% growth in the net worth from one year to the following year) 
Not one of the above-mentioned 
If 'not one of the above-mentioned', specify: .................................... . 
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20. Indicate the liquidity ratios used (maximum 3): 
Current ratio 
(Current assets : Current liabilities) 
Acid test ratio 
(Current assets - stock : Current liabilities) 
Intermediate ratio 
(Current assets plus medium-term assets : Current liabilities 
plus medium-term liabilities) 
Not one of the above-mentioned 
If 'not one of the above-mentioned', specify: .................................... . 
21. Indicate the profitability ratios used (maximum 3): 
Farm profitability 
(Net farm income as a % of average total capital employed) 
Profitability on own capital 
(Farm profit as a % of average own capital employed) 
Profitability on farm-assets 
(Profitability-percentage on the average investment in farm 
assets) 
Operating profit margin ratio 
(Profitability of the farm as a proportion of the volume of 
production) 
Not one of the above-mentioned 
If 'not one ofthe above-mentioned', specify: .................................... . 
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22. Indicate the ratios used to measure your financial efficiency (maxi-
mum 3): 
Capital turnover ratio 
(Gross production value : Average total capital employed) 
Cost ratio 
(Ratio of total expenditure : Gross production value) 
Not one of the above-mentioned 
If 'not one of the above-mentioned', specify: ........ -............................ . 
23. Indicate if you use budgets in your farming business: 
Yes 
No 
If •yes', answer questions 25 to 27. 
If 'no', answer question 24. 
24. If question 23 is negative, indicate the reason: 
To many variables (for example: weather) 
Do not keep to budgets 
Not knowledgeable in drawing-up budgets 
If you do not use budgets, proceed to question 28. 
25. Indicate maximum 5 kinds of budgets used: 
1 
2 
3 
(Prioritise your answers from 1 to maximum 5, where 1 is the one 
most used and 5, the one least used.) 
Capital budget 
Production budget 
Cash flow budget 
Labour budget 
Projected income statement 
Not one of the above-mentioned 
0117 
0118 
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26. Indicate your aim with the use of budgets: 
(Prioritise your answers from 1 to maximum 5, where 1 is the most 
important reason and 5, the least important.) 
For management purposes, planning and decision-making 
Because the bank requires it 
To plan your liquidity position 
Because other farmers use it 
To acquire a holistic view of your farming future 
To apply for credit facilities timeously 
27. Do you compare your budgets with actual amounts, in order to 
calculate variances: 
Yes 
No 
28. Indicate what percentage of your time is spent on record keeping 
and financial planning, compared with the rest of your farming 
activities: 
Less than 10% 1 
10% to 20% 2 
21%to40% 3 
41% to 60% 4 
More than 60% 5 
29. Do you consider your employees as stakeholders in your farming 
business and that you need to provide them with limited financial 
information regarding your farming business? 
Yes 
No 
30. Indicate if you regard it necessary to do socioeconomic reporting: 
It is necessary 1 
It is not necessary 2 
Know nothing about it 3 
) 
l 
0131 
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APPENDIX 8 
DESCRIPTIVE STATISTICS 
Grootvlei 15 11.36 15 11.36 
Groblersdal 13 9.85 28 21.21 
Ermelo 23 17.42 51 38.64 
Belfast 27 20.45 78 59.09 
Greylingstad 19 14.39 97 73.48 
Delmas 17 12.88 114 86.36 
Nelspruit 18 13.64 132 100.00 
A1 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 112 84.85 112 84.85 
2 7 5.30 119 90 .. 15 
3 8 6.06 127 96.21 
4 5 3.79 132 100.00 
A2 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 8 6.06 8 6.06 
2 24 18.18 32 24.24 
3 32 24.24 64 48.48 
4 40 30.30 104 78.79 
5 28 21.21 132 100.00 
A3 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 6 4.55 6 4.55 
2 49 37.12 55 41.67 
3 3 2.27 58 43.94 
4 31 23.48 89 67.42 
5 23 17.42 112 84.85 
6 20 15.15 132 100.00 
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A4 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 3 3.75 3 3.75 
2 8 10.00 11 13.75 
3 36 45.00 47 58.75 
4 12 15.00 59 73.75 
5 21 26.25 80 100.00 
Frequency Missing = 52 
AS Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 71 55.47 71 55.47 
2 25 19.53 96 75.00 
3 15 11.72 111 86.72 
4 17 13.28 128 100.00 
Frequency Missing = 4 
A6 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 66 50.00 66 50.00 
2 37 28.03 103 78.03 
3 19 14.39 122 92.42 
4 6 4.55 128 96.97 
5 2 1.52 130 98.48 
6 2 1.52 132 100.00 
A7 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 55 41.67 55 41.67 
2 60 45.45 115 87.12 
3 14 10.61 129 97.73 
5 2 1.52 131 99.24 
6 1 0.76 132 100.0 
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A8_1 Frequency Percent Cumulative Cumulative 
Frequency Percent 
10 8 8.99 8 8.99 
20 8 8.99 16 17.98 
25 1 1.12 17 19~ 10 
30 6 6.74 23 25.84 
35 1 1.12 24 26.97 
40 4 4.49 28 31.46 
45 1 1.12 29 32.58 
50 16 17.98 45 50.56 
60 10 11.24 55 61.80 
65 1 1.12 56 62.92 
66 1 1.12 57 64.04 
70 9 10.11 66 74.16 
77' 1 1.12 67 75.28 
79 1 1.12 68 76.40 
80 12 13.48 80 89.89 
90 1 1.12 81 91.01 
100 8 8.99 89 100.0 
Frequency Missing = 43 
A8_2 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 1 3.03 1 3.03 
9 1 3.03 2 6.06 
10 3 9.09 5 15.15 
15 1 3.03 6 18.18 
20 8 24.24 14 42.42 
25 1 3.03 15 45.45 
28 1 3.03 16 48.48 
30 4 12.12 20 60.61 
40 3 9.09 2:5 69.70 
45 1 3.03 24 72.73 
50 1 3.03 25 75.76 
80 1 3.03 26 78.79 
100 7 21.21 33 100.00 
Frequency Missing = 99 
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A8_3 Frequency Percent Cumulative Cumulative 
Frequency Percent 
2 1 5.56 1 5.56 
5 1 5.56 2 11 .. 11 
10 4 22.22 6 33.33 
20 4 22.22 10 55.56 
25 1 5.56 11 61.11 
30 1 5.56 12 66.67 
50 2 11.11 14 77.78 
75 1 5.56 15 83.33 
80 1 5.56 16 88.89 
90 1 5.56 17 94.44 
100 1 5.56 18 100.00 
Frequency Missing = 114 
A8_4 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 1 1.54 t 1.54 
5 1 1 .. 54 2 3.08 
6 1 1.54 3 4.62 
10 12 18.46 15 23.08 
13 1 1.54 16 24.62 
15 2 3.08 18 27.69 
20 14 21.54 32 49.23 
25 4 6.15 36 55.38 
28 1 1.54 37 56.92 
30 9 13.85 46 70.77 
35 1 1.54 47 72.31 
40 3 4.62 50 76.92 
50 2 3.08 52 80.00 
60 1 1.54 53 81.54 
75 1 1.54 54 83.08 
80 3 4.62 57 87.69 
90 2 3.08 59 90.77 
100 6 9.23 65 100.00 
Frequency Missing = 67 
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A8_5 Frequency Percent Cumulative Cumulative 
Frequency Percent 
5 1 4.76 1 4.76 
10 2 9.52 3 14.29 
20 3 14.29 6 28.57 
25 1 4.76 7 33.33 
30 3 14.29 10 47.62 
40 3 14.29 13 61.90 
50 1 4.76 14 66.67 
60 3 14.29 17 80.95 
80 1 4.76 18 85.71 
100 3 14.29 21 100.00 
Frequency Missing = 111 
A8_6 Frequency Percent Cumulative Cumulative 
Frequency Percent 
5 1 3.45 1 3.45 
10 11 37.93 1.2 41.38 
15 1 3.45 13 44.83 
20 4 13.79 17 58.62 
25 1 3.45 18 62.07 
30 1 3.45 19 65.52 
35 1 3.45 20 68.97 
40 3 10.34 23 79.31 
50 3 10.34 26 89.66 
60 2 6.90 28 96.55 
90 1 3.45 29 100.00 
Frequency Missing = 103 
A8_7 Frequency Percent Cumulative Cumulative 
Frequency Percent 
10 4 80.00 4 80.00 
40 1 20.00 5 100.00 
Frequency Missing = 127 
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A8_8 Frequency Percent Cumulative Cumulative 
Frequency Percent 
2 1 16.67 1 16.67 
3 1 16.67 2 33.33 
10 2 33.33 4 66.67 
20 1 16.67 5 83.33 
100 1 16.67 6 100.00 
Frequency Missing = 126 
A8_9 Frequency Percent Cumulative Cumulative 
Frequency Percent 
15 1 14.29 1 14.29 
20 3 42.86 4 57.14 
25 1 14.29 5 71.43 
40 1 14.29 6 85.71 
so 1 14.29 7 100.00 
Frequency Missing = 125 
A8_10 Frequency Percent Cumulative Cumulative 
Frequency Percent 
5 2 18.18 2 1B.18 
10 2 18.18 4 36.36 
20 1 9.09 5 45A5 
30 1 9.09 6 54.55 
40 1 9.09 7 63.64 
60 1 9.09 8 72.73 
70 1 9.09 9 81.82 
100 2 18.18 11 100.00 
Frequency Missing = 121 
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A8_11 Frequency Percent Cumulative Cumulative 
Frequency Percent 
10 1 9.09 1 9.09 
15 1 9.09 2 18 .. 18 
18 1 9 .. 09 3 Zl.27 
38 1 9.09 4 36.36 
40 1 9.09 5 45.45 
50 1 9.09 6 54.55 
60 1 9.09 7 63.64 
90 1 9.09 8 72.73 
100 3 27.27 11 100.00 
Frequency Missing = 121 
A8_12 Frequency Percent Cumulative Cumulative 
Frequency Percent 
19 1 12.50 1 12.50 
30 1 12.50 2 25.00 
40 1 12.50 3 37.50 
50 1 12.50 4 50.00 
80 1 12.50 5 62.50 
90 1 12.50 6 75.00 
100 2 25.00 8 100.00 
Frequency Missing = 124 
A8_13 Frequency Percent Cumulative Cumulative 
Frequency Percent 
5 1 50.00 1 50.00 
70 1 50.00 2 100.00 
Frequency Missing = 130 
A9 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 39 29.55 39 29.55 
2 48 36.36 87 65.91 
3 45 34.09 132 100.00 
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A10 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 29 21.97 29 21.97 
2 30 22.73 59 44.70 
3 25 18.94 84 63.64 
4 22 16.67 106 80.30 
5 8 6.06 114 86.36 
6 18 1.3.64 132 100.00 
81 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 45 34.09 45 34.09 
2 53 40.15 98 74.24 
3 9 6.82 t07 8t.oa 
4 25 18.94 132 100.00 
82 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 13 25.00 13. 25.00 
2 18 34.62 31 59.62 
3 9 17.31 40 76.92 
5 7 13.46 47 90.38 
6 5 9.62 52 100.00 
Frequency Missing = 80 
83 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 55 41.67 55 41.67 
2 1 0.76 56 .42.42 
3 29 21.97 85 64.39 
4 17 12.88 102 77.27 
5 24 18.18 126 95.45 
6 5 3.79 131 99.24 
8 1 0.76 132 100.00 
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84 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 64 49..23 64 49.23 
2 58 44.62 122 93.85 
3 6 4.62 128 98.46 
4 2 1.54 130 100.00 
Frequency Missing = 2 
85_1 Frequency Percent Cumulative Cumulative 
Frequency Percent 
' 
1 61 96.83 61 96.83 
2 2 3.17 63 100.00 
Frequency Missing = 69 
85_2 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 3 37.50 3 37.50 
2 3 37.50 6 75.00 
4 2 25.00 8 100.00 
Frequency Missing = 124 
85_3 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 2 40.00 2 40.00 
2 3 60.00 5 100.00 
Frequency Missing = 127 
85_4 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 1 100.00 1 100.00 
Frequency Missing= 131 
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85_5 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 1 5.56 1 5.56 
2 12 66.67 13 72.22 
3 4 22.22 17 .94.44 
5 1 5.56 18 100.00 
Frequency Missing= 114 
85_6 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 2 10.53 2 10.53 
2 9 47.37 11 57.89 
3 5 26.32 16. 84.21 
4 2 10.53 18 94.74 
5 1 5.26 19 100.00 
Frequency Missing= 113 
\ 
85_7 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 1 9.09 1 9.09 
2 4 36.36 5 45.45 
3 4 36.36 9 81.82 
4 2 18.18 11 100.00 
Frequency Missing = 121 
85_8 Frequency Percent Cumulative Cumulative · 
Frequency Percent 
1 6 66.67 6 66.67 
2 1 11.11 7 77.78 
4 1 11.11 8 88.89 
5 1 11.11 9 100.00 
Frequency Missing = 123 
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86_1 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 59 47.97 59 47.97 
2 64 52.03 123 100.00 
Frequency Missing = 9 
87 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 72 54.96 72 54.96 
2 27 20.61 99 75.57 
3 1 0.76 100 76.34 
4 27 20.61 127 96.95 
5 4 3.05 131 100.00 
Frequency Missing = 1 
88_1 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 61 96.83 61 96.83 
2 2 3.17 63 100.00 
Frequency Missing = 69 
88_2 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 3 37.50 3 37.50 
2 3 37.50 6 75.00 
4 2 25.00 8 100.00 
Frequency Missing= 124 
88_3 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 2 40.00 2 40.00 
2 3 60.00 5 100.00 
Frequency Missing = 127 
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88_4 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 1 100.00 1 100.00 
Frequency Missing = 131 
88_5 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 1 5.56 1 5.56 
2 12 66.67 13 72.22 
3 4 22.22 17 94.44 
5 1 5.56 18 100.00 
Frequency Missing = 114 
~ 
88_6 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 2 10.53 2 10.53 
2 9 47.37 11 57.89 
3 5 26.32 16 84.21 
4 2 10.53 18 94.74 
5 1 5.26 19 100.00 
Frequency Missing = 113 
88_7 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 1 9.09 1 9.09 
2 4 36.36 5 45.45 
3 4 36.36 9 81.82 
4 2 18.18 11 100.00 
Frequency Missing= 121 
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89_1 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 39 100.00 39 100.00 
Frequency Missing = 93 
89_2 Frequency Percent Cumulative Cumulative 
Frequency Percent 
2 37 100.00 37 100.00 
Frequency Missing = 95 
89_3 Frequency Percent Cumulative Cumulative 
Frequency Percent 
3 33 100.00 33 100.00 
Frequency Missing = 99 
89_4 Frequency Percent Cumulative Cumulative 
Frequency Percent 
4 67 100.00 67 100.00 
Frequency Missing = 65 
89_5 Frequency Percent Cumulative Cumulative 
Frequency Percent 
5 57 100.00 57 100.00 
Frequency Missing = 75 
89_6 Frequency Percent Cumulative Cumulative 
Frequency Percent 
6 61 100.00 61 100.00 
Frequency Missing = 71 
258 
89_7 Frequency Percent Cumulative Cumulative 
Frequency Percent 
7 17 100.00 17 100.00 
Frequency Missing = 115 
810 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 76 58.02 76 58.02 
2 55 41.98 131 100.00 
Frequency Missing = 1 
811_1 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 7 25.93 7 25.93 
2 6 22.22 13 48.15 
3 5 18.52 18 66.67 
4 2 7.41 20 74.01 
5 7 25.93 27 100;00 
Frequency Missing= 105 
811_2 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 13 34.21 13 34.21 
2 8 21.05 21 55.26 
3 11 28.95 32 84.21 
4 3 7.89 35 92.11 
5 3 7.89 38 100.00 
Frequency Missing = 94 
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811_3 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 7 24.14 7 24:14 
2 5 17.24 12 41.38 
3 3 10.34 15 51.72 
4 12 41.38 27 93.10 
5 2 6.90 29 100.00 
Frequency Missing = 103 
811_4 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 48 53.93 48 53.93 
2 30 33.71 78 87.64 
3 9 10.11 87 97.75 
4 1 1.12 88 98.88 
5 1 1.12 89 100,00 
Frequency Missing = 43 
811_5 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 18 32.14 18 32.14 
2 19 33.93 37 66.07 
3 15 26.79 52 92.86 
4 3 5.36 55 98.21 
5 1 1.79 56 100.00 
Frequency Missing = 76 
811_6 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 46 56.10 46 56.10 
2 19 23.17 65 79.27 
3 14 17.07 79 96.34 
4 3 3.66 82 100.00 
Frequency Missing = 50 
260 
812 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 59 45.04 59 45.04 
2 72 54.96 131 100.00 
Frequency Missing = 1 
813 Frequency Percent Cumulative Cumulative 
Frequencv Percent 
1 16 12.21 16 12.21 
2 41 31.30 57 43.51 
3 32 24.43 89 67.94 
4 32 24.43 121 92.37 
5 10 7.63 131 100.00 
Frequency Missing = 1 
814_1 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 107 81.68 107 81.68 
2 24 18.32 131 100.00 
Frequency Missing = 1 
814_2 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 72 60.50 72 60.50 
2 30 25.21 102 85.71 
3 17 14.29 119 100.00 
Frequency Missing = 13 
815 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 73 55.73 73 55.73 
2 58 44.27 131 100.00 
Frequency Missing = 1 
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816 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 41 31.30 41 31.30 
2 90 68.70 131 100.00 
Frequency Missing = 1 
817 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 26 31.33 26 31.33 
2 20 24.10 46 55.42 
3 7 8.43 53 63.86 
4 30 36.14 83 100.00 
Frequency Missing = 49 
818_1 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 43 86.00 43 86.00 
2 6 12.00 49 98.00 
3 1 2.00 50 100.00 
Frequency Missing = 82 
818_2 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 3 16.67 3 16.67 
2 8 44.44 11 61.11 
3 4 22.22 15 83.33 
4 2 11.11 17 94.44 
5 1 5.56 18 100.00 
Frequency Missing= 114 
262 
818_3 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 5 29.41 5 29.41 
2 5 29.41 10 58.82 
3 6 35.29 16 94.12 
4 1 5.88 17 100.00 
Frequency Missing= 115 
818_4 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 1 10.00 1 10.00 
2 1 10.00 2 20.00 
3 4 40.00 6 60.00 
4 2 20.00 8 80.00 
5 2 20.00 10 100.00 
Frequency Missing= 122 
818_5 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 1 50.00 1 50.00 
5 1 50.00 2 100.00 
Frequency Missing = 130 
818_6 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 12 42.86 12 42.86 
2 11 39.29 23 82.14 
3 2 7.14 25 89.29 
4 3 10.71 28 100.00 
Frequency Missing = 104 
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819_1 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 31 100.00 31 100.00 
Frequency Missing = 101 
819_2 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 23 100.00 23 100.00 
Frequency Missing= 109 
819_3 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 19 100.00 19 100.00 
Frequency Missing = 113 
819_4 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 16 100.00 16 100.00 
Frequency Missing = 116 
819_5 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 5 100.00 5 100.00 
Frequency Missing= 127 
820_1 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 33 100.00 33 tOO.OO 
Frequency Missing = 99 
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820_2 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 18 100.00 18 100.00 
Frequency Missing= 114 
820_3 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 13 100.00 13 100.00 
Frequency Missing = 119 
820_4 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 6 100.00 6 100.00 
Frequency Missing = 126 
821_1 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 30 100.00 30 100.00 
Frequency Missing = 102 
821_2 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 18 100.00 18 100.00 
Frequency Missing= 114 
821_3 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 17 100.00 17 100.00 
Frequency Missing = 115 
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821_4 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 8 100.00 8 100.00 
Frequency Mis:Mng = 124 
821_5 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 3 100.00 3 100.00 
Frequency Missing= 129 
822_1 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 23 100.00 23 100.00 
Frequency Missing= 109 
822_2 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 28 100.00 28 100.00 
Frequency Missing = 104 
822_3 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 5 100.00 5 100.00 
Frequency Mis:Mng = 127 
823 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 108 81.82 108 81.82 
2 24 18.18 132 100.00 
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824 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 14 53.85 14 53.85 
2 7 26.92 21 80.77 
3 5 19.23 26 100.00 
Frequency Missing = 106 
825_1 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 18 27.69 18 27.69 
2 19 29.23 37 56.92 
3 16 24.62 53 81.54 
4 8 12.31 61 93.85 
5 4 6.15 65 100.00 
Frequency Missing = 67 
825_2 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 32 38.10 32 38.10 
2 28 33.33 60 71.43 
3 22 26.19 82 97.62 
4 2 2.38 84 100.00 
Frequency Missing = 48 
825_3 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 72 71.29 72 71.29 
2 17 16.83 89 88.1.2 
3 12 11.88 101 100.00 
Frequency Missing = 31 
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825_4 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 5 14.29 5 14.29 
2 4 11.43 9 25.71 
3 10 28.57 19 54.29 
4 12 34.29 31 88.57 
5 4 11.43 35 100.00 
Frequency Missing = 97 
825_5 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 6 13.04 6 13.04 
2 14 30.43 20 43.48 
3 7 15.22 27 58.70 
4 12 26.09 39. 84.78 
5 7 15.22 46 100.00 
Frequency Missing = 86 
825_6 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 2 100.00 2 100.00 
Frequency Missing = 130 
826_1 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 70 77.78 70 77.78 
2 14 15.56 84 93.33 
3 6 6.67 90 100.00 
. Frequency Missing = 42 
268 
826_2 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 22 40.00 22 40.00 
2 11 20.00 33 60.00 
3 9 16.36 42 76.36 
4 7 12.73 49 89.09 
5 6 10.91 55 100.00 
Frequency Missing = 77 
826_3 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 12 31.58 12 31.58 
2 16 42.11 28 73.68 
3 5 13.16 33 86.84 
4 1 2.63 34 89.47 
5 4 10.53 38 100.00 
Frequency Missing = 94 
826_4 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 1 33.33 1 33.33 
4 1 33.33 2 66.67 
5 1 33.33 3 100.00 
Frequency Missing = 129 
826_5 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 13 24.53 13 24.53 
2 19 35.85 32 60.38 
3 15 28.30 47 88.68 
4 6 11.32 53 100.00 
Frequency Missing = 79 
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826_6 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 7 18.92 7 18.92 
2 9 24.32 16 43.24 
3 8 21.62 24 64.86 
4 10 27.03 34 91.89 
5 3 8.11 37 100.00 
Frequency Missing = 95 
827 Frequency Percent Cumulative Cumulative 
Frequenc}' Percent 
1 80 60.61 80 60.61 
2 52 39.39 132 100.00 
828 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 57 43.18 57 43.18 
2 47 35.61 104 78 .. 79 
3 18 13.64 122 92.42 
4 8 6.06 130 98.48 
5 2 1.52 132 100.00 
829 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 81 61.83 81 61.83 
2 50 38.17 131 100.00 
Frequency Missing = 1 
830 Frequency Percent Cumulative Cumulative 
Frequency Percent 
1 73 55.73 73 55.73 
2 24 18.32 97 74.05 
3 34 25.95 131 100.00 
Frequency Missing = 1 
